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THE OUTLOOK 


Taxes and the Investment Market—The Tariff “Cure”—Will Federal Reserve Discount Rates 
Stay Up?—The Market Prospect 


HE apparent firmness with which call and time money 
have maintained themselves during the past two weeks, 
broken only by a sporadic reduction from 7 to 6% 


for call, followed by a prompt reaction to the higher figure, 
has disappointed many forecasts made since the opening of 


the year. These forecasts were apparently on the point of 
being realized during January, but the reduction of rates 
which then occurred was purely temporary as events have 
shown. 

While there is renewed prediction of easy rates to follow 
the income tax settlement in the middle of March, and while 
there is certainly argument in support of such contentions, 
there is an apparent preponderance of evidence on the other 
side so far as can now be seen. The usual belief in times 
like the present has been that depression would be ac- 
companied or followed by low rates. This, however, was 
always under conditions in which foreign countries were fairly 
able to supply their own requirements. They are not so able 
today. On the other hand, there is at this moment evidently 
a large “carryover” of goods represented, for example, by 
the great surplus supply of cotton which cannot be consumed 
or disposed of this year. This will require a large amount 
of bank credit to be used in holding the staple until it can be 
used up. 

Sie" .% 
NE feature of the closing days of the 
Congress has been the enactment of 
the so-called Fordney Emergency Tariff 
Bill. The bill relates only to agricultural 
products, and fixes rates upon such articles as grain, fruits, 
long staple cotton, sugar, wool, etc., many of which are 
one-fourth to one-third higher than those stated in the Payne- 
Aldrich Act of 1909. For the most part, the commodities 
thus restored to a higher dutiable status are those which are 
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either placed on the free list or were greatly reduced in the 
Underwood Tariff Act of 1913. 

From some points of view, the Fordney bill may be re- 
garded as a basis of compromise with the farmer by giving 
him a position analogous to that enjoyed by the manufacturer 
—a position which is undoubtedly likely to be strengthened in 
the case of manufactures by legislation to be adopted during 
the session of Congress which will assemble in April. From 
the financial standpoint the Fordney bill is to be regretted. It 
will undoubtedly lay a foundation for more or less con- 
troversy and difhiculty with foreign countries which are already 
irritated because of very heavy indebtedness to us, and be- 
cause of the difficulties they experience in shipping goods to 
the United States as a result of high rates of duty. 

The situation in our foreign relations is quite different from 
what it would be were we not the creditors of the rest of the 
world to the extent of some $+0,000,000,000. 


enable foreign countries to pay the interest upon their debt to 


In order to 


us we must of course establish conditions that will permit 
them to sell goods in this country, otherwise they will have 
no means of liquidating their obligations here—save, of 
course, the method of selling securities in this market. Such 
sales of ‘securities will, however, scarcely be practicable un- 
less there is indication that foreign debtors are likely to be in 
a position in the future to meet their interest obligations, and 
gradually pay off the principal. This, in the last analysis, 
they can do only by shipping goods to us. 
re, -s 

T HE first instalment of the income and 

excess profits tax payments for 1920 
will fall due on March 15. It is unlikely 
that this instalment will be nearly as large 
as the payment of a year ago—indeed Secretary Houston 
estimates that it will probably run belcw two-thirds of last 
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year's amount. Year-end statements made public by many 
of the largest industrial concerns in the United States since 
the opening of 1921 have shown that enormous losses in the 
form of inventory values have had to be written off and this 
in many cases will destroy not only “excess” profits, but 
profits of every description. 

The same situation is likely to exist in the case of many 
individuals who suffered heavily in the reduction in the value 
of their security holdings and. who at the end of 1920 “wrote 
them down” by making sales to register income losses or off- 
sets. Doubtless the reduction will be fully equal to that ex- 
pected by the Secretary of the Treasury. Even in these cir- 
cumstances, however, the banking and market disturbances 
due to income tax payments on the scale that is now usual 
are already evident. 

During the latter part of February, there was a tendency 
to accumulate deposit credits in banks and to hold them in 
anticipation of transfers to the government. This repeats 
the quarterly experience which has been noted during the past 
two years immediately preceding an income tax instalment 
date. The effect is not as bad as it would be if the entire 
sum were paid in one instalment, but it is more felt at the 
March 15th instalment date because of the fact that not a 
few enterprises still pay their taxes in a single lump sum rather 
than on the quarterly basis. 


* * * 


HE adoption of the Windsor Bill on 
February 22nd by Congress, with 
practically little or no debate, seems to as- 
sure the payment to the railroads of amounts 
due them which are estimated as high as $600,000,000. The 
question, of course, remains whether the bill will or will 
not be signed by the President and it is understood that the 
measure is now in the hands of the Interstate Commerce Com- 
mission for a report, which will presumably determine the at- 
titude of the Executive. Nevertheless, it would seem that 
the measure is no more than a fuller account of the ideas ex- 
pressed in past legislation and particularly in the Transporta- 
tion Act of last year. 

Effort was there made to ensure the return to the railroads 
of amounts due them under the conditions of guarantee which 
had been established during the period of government con- 
trol, and the adoption of enabling legislation designed to make 
the necessary funds available should be little more than a 
matter of legislative routine. This measure, however, merely 
provides for past requirements and in no way alleviates the 
conditions existing at the present time in the railroad situation. 
These are well illustrated by the estimates that have recently 
been put forward on reliable authority to the effect that dur- 
ing December, 1920, the earnings of the roads were well 
‘below 2 per cent. 

The question of capitalization naturally recurs in con- 
mection with such figures, but a total of $19,000,000,000 
‘as representing the entire valuation of the lines is practically 
official and has been checked by the investigations of the In- 
terstate Commerce Commission. The low returns for net 
earnings are in part due to the falling off in business which 
is of course the effect of lowered industrial activity which has 
reduced the volume of freight. Nevertheless, the real problem 
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of the railroads is seen in getting a more effective rate 
structure. 

Sax 
T HE action of the Federal Advisory 

Council in recommending that the 
rate of discount at Federal Reserve Banks 
be not at present reduced is in line with the 
expectations that have long been entertained by those who have 
been watching the situation closely. It has been made clear 
in the annual report of the Federal Reserve Board that that 
body believed in the beneficial influence of the present rates of 
discount and had no intention of altering it. Strengthened by 
the position of the Advisory Council which includes, as is 
well known, an influential banker from each Federal Re- 
serve district, the general consensus of opinion within the 
system is unmistakable. 

From this it may be inferred that there will be no change 
in Federal Reserve rates for some time to come. The an- 
nouncement puts an end to the predictions and forecasts that 
have been current in the market for some time past with re- 
spect to the prospects for easier rediscount rates resulting 
from action on the part of the Federal Reserve system. As 
a matter of fact, however, the market overestimates the im- 
portance of the discount rate at the reserve banks. Its pur- 
pose is chiefly that of protecting the reserve position of the 
banks and its influence upon call and time rates is only in- 
direct. q 

The real question as to the future of money is seen in the 
question as to how far liquidation is proceeding, and partic- 
ularly how far it is likely to be possible in the near future for 
banks in the interior of the country to collect from their cus- 
tomers the funds which the latter ought to have paid a long 
time ago. It is these considerations primarily that will fix the 
position of the money market. The signs in this regard are 
not uniform or unmistakable. 


FEDERAL 
RESERVE 
RATES 


* * * 


HE receivership of the Atlanta, Bir- 
mingham & Atlantic is significant as 
it may be the forerunner of ethers which 
are in a greatly weakened financial condi- 
tion. The strength of the railroad shares in the face of very 
adverse conditions would give the impression that present 
prices have discounted the precarious railroad situation, but it 
does not encourage any new ventures in this field. 

It is apparent that recent heavy offerings of investment se- 
curities have more than overcome the present supply of capital 
which, under present conditions, must accumulate slowly. 

In the industrial field we are going through a season of bad 
reports, dividend reductions and cuts, which are characteristic 
of the cleaning up process necessary after last year's collapse. 
Numerous weak spots remain to be taken care of but the list, 
as a whole, is giving evidence of intrinsic strength and stocks 
appear to be lodging in strong hands. 

The general tendency of industrial shares should continue 
to be upward and a slightly more optimistic feeling should 
result from the change in administration and the advent of 
spring. Nothing in the situation indicates any outburst of 
enthusiasm, but there is a great deal of ground for encourage- 
ment. Monday, Feb. 28, 1921. 
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John A. Topping Expects Slow Recovery in Steel 


President of Republic Iron & Steel Company, Who Has Made Steel His Life-Work, Is 
Confident of the Future of the Industry 


R. JOHN A. TOPPING knows the 
M iron and steel business. He grew 
up in it, having begun as pay roll 
clerk in the office of Aetna Iron and Nail 
o., at the age of 18. When he was 38 
he was elected president of the company. 
Later he became first vice-president of the 
\merican Sheet Steel Company, but re- 
signed in order to take up the work of 
reorganization of the La Belle Iron Works 

f Wheeling, W. Va. 

He was president of the American Sheet 
ind Tin Plate Company from 1904 to 1906, 
and in 1906 was elected to the presidency 

f the Republic Iron and Steel 
Company. Mr. -Topping is 
ilso chairman of the Tennes- 
see Coal, Iron and Railroad 

“ompany. 

This record is enough to 
prove Mr. Topping’s practi- 
cality. He is not strong for 
dreams or theories, and there- 
fore has the habit of direct- 
ness in his manner and of in- 
cisiveness in his talk. 

This exclusive statement by 
Mr. Topping is of particular 
importance at this time when 
so many are perplexed as to 
the steel situation, and soc 
many more of those who 
speak and write on the sub- 
ject are, to put it very mildly, 
nebulous. 


Expects Slow Recovery 


Mr. Topping was asked: 

“What are the prospects for 
Iron and Steel, and do you 
think present adjustments have 
gone far enough to establish 
a stable basis for values? Ii 
not, what other adjustments 
are needed to bring about 
trade recovery?” 

“Slow recovery for iron and 
steel is under way,” he stated. 
‘Stocks are being reduced and 
demand is accumulating, be- 
cause buying is at a standstill 
in both. domestic and for- 
eign markets, but this big 
country cannot long maintain itself 
with purchases of iron and steel on 
its present restricted basis. Steel prices 
today are on a bargain-counter basis, 
and I believe demand will be greatly 
stimulated when all obstacles to recon- 
struction are removed, the most im- 
portant being, from a world-trade 
standpoint, the settlement of the Ger- 
man War Indemnity; the other, from a 
domestic trade standpoint, being of 


equal importance, viz.: readjusting 
transportation from war to peace 
basis. 


“As to the war indemnity problem, the 
coming conference of the Powers promises 
something definite, and let us hope that 
some practical and mutually satisfactory 
basis will soon be established, which will 
enable the world to get back to work. 
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Interview by WILLIAM McMAHON 


Labor Should Cooperate 


“The railway problem,” continued Mr. 
Topping, “is a practical one of reducing the 
cost of conducting transportation to more 
nearly the pre-war level. To accomplish 
this, the railways must have not only the 
co-operation of labor, but of all other in- 
terests. The general liquidation which has 
taken place in commodity values has been 
a substantial help in reducing costs of 
conducting transportation—this being not- 
ably true of coal, iron and steel supplies. 
Labor, however, the largest single item, 





JOHN A. TOPPING 
President Republic Iron & Steel Co. 


has not responded, but should do so in 
its own interest, otherwise, traffic wiil 
continue to shrink in volume, and unem- 
ployment will be emphasized. Aside from 
reasons of employment, labor should make 
its contribution to cheaper cost of trans- 
portation, because labor rates, during the 
war, advanced out of proportion to the 
increased cost of living.” 

Mr. Topping was then asked if he 
thought labor reductions have been fair 
and also justified by changes in living 
costs. 

“Yes, for the reason that labor rates, 
since 1914, were advanced 165%, whereas 
the Industrial Conference Board reports, 
for the same period, cost of living ad- 
vanced 104.5%. On the other hand, the 
United States Bureau of Labor shows, 
that January, 1921, living costs, measured 


by wholesale prices, are down 35%, and 
by the retail standards 14%, but with re- 
tail prices rapidly shrinking. 

“Another comparison is equally convinc- 
ing, when January, 1921, labor rates now 
in effect at most steel works of this coun- 
try are considered; that is to say, the ad- 
justed labor scale of February, 1921, is 
about 90% above 1914 rates, whereas 
living costs since 1914 have increased 
77%.” 


Freight Rates Too High 


“In what way do you think reductions 
in freight rates will help 
business?” was the next ques- 
tion. 

“By stimulating business 
confidence,” replied Mr. Top- 
ping, “because present rates 
are war rates, and everyone 
knows they cannot be main- 
tained, and buyers are with- 
holding purchases in anticipa- 
tion of readjustments, which 
railroad executives have pub- 
licly admitted that reductions 
must be made to stimulate 
traffic. 

“The importance of iron and 
steel to railway traffic is not 
fully appreciated by the pub- 
lic, but its importance is sug- 
gested when it is considered 
that it requires six tons of 
raw material movement in- 
bound to produce one ton of 
outbound finished product, and 
therefore, the present war 
schedule of freight rates with 
advances on the different iron 
and steel commodities which 
range from 90% on long 
hauls to 300% on some short 
hauls, is not only restricting 
traffic, but adversely affect- 
ing railway revenues, and 
working a great injury to the 
preat army of workers in the 


Independent Steel trade. 
Furthermore, anything that 
will help railway revenue 


will stimulate steel demand.” 
Effect on Export Trade 

“Have war freight rates adversely af- 
fected your export trade?” 

“Not heretofore, for reasons generally 
understood, ‘but freight rates below 
domestic rates will be necessary when 
European production begins in earnest, 
as we will not only have to compete with 
cheaper labor, but a depreciated mark, 
franc or shilling, and these disadvantages 
will weigh heavily against us without rail- 
way freight co-operation.” 

“What about the political situation— 
don’ta you think the change in administra- 
tion will be helpful?” 

“There can be no question about the 
business public’s confidence in Presi- 
dent-elect Harding, and while the prob- 
lems confronting the new administra- 

(Continued on page 656) 
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A Word to Holders of Pennsylvania Railroad Stock 


How Recent Developments in This Company Appear Under Analysis — Situation Not 
Necessarily Disturbing But Should Be Understood 


HE Pennsylvania Railroad Company 

has recently announced that on Feb- 

ruary 1, 1921, the number of stock- 
holders in that company reached a new 
high water mark of 134,743—an increase 
of 14,434 over February 1, 1920. 

The average number of shares held by 
each of these 134,743 individuals, trustees, 
estates, corporations and institutions, was 
74.01 shares,‘ compared with 82.90 shares 
the previous year. 

These figures constitute a new high rec- 
ord so far as the number of shareholders 
is concerned. The daily press comments: 
“This shows how the shares of this great 
railroad property are being distributed 
among the small investors of the coun- 
try.” It is pointed out that these share- 
holders, if assembled, would constitute a 
large-sized city, and that the control of 
the company lies in the hands of the in- 
dividual holders and not in any special 
group of bankers or other interests. 


Attitude of Shareholders 


It is said that the steady increase in 
the number of shareholders indicates the 
faith of small investors in the soundness 
of this property and in the ability and 
integrity of its management. That is un- 
doubtedly true, but these small and nu- 
merous stockholders would seem to be 
pinning their faith to the past history of 
the road, in apparent disregard of its 
present condition and outlook. 

Pennsylvania has the longest dividend 
record of any corporation whose shares 
are listed on the New York Stock Ex- 
change. The company was incorporated 
iri 1846, and began paying dividends in 
1856. It has continued uninterruptedly 
ever since. lt may continue dividends 
for a great many years. 

It may not. 

New York, New Haven & Hartford 
once stood upon a much higher plane than 
the Pennsylvania Railroad, from an in- 
vestment standpoint. Its stock once sold 
at 255. At that time Pennsylvania’s high 
record was $85 per share, equal to 170% 
of its $50 par value; but that did not pre- 
vent New Haven from getting into diffi- 
culties. 


The Policy of the Management 


I do not say that Pennsylvania will get 
into difficulties, but I do say that its pres- 
ent dividends are not being earned, and 
unless there is a sudden change for the 
better, continuation of dividends at the 
present rate would be an indication of 
weakness, and not of strength, on the part 
of its management. It is true that the 
management is jealous of the company’s 
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long dividend record, but the point that 
should decide whether a dividend should 
be continued, is not what has been, but 
what is and is likely to be. 

While the earnings for 1920 have not 
yet been published, we find that in 
1918 the company earned only a little 
over its bond interest. In 1919 it 
earned only a fraction of its bond in- 
terest. According to the latest available 
announcement, issued early in February by 
W. W. Atterbury, vice-president of the 
Pennsylvania Railroad, the company not 
only failed to earn its bond interest in 
the month of January, but did not even 
earn its taxes! 


This may be, and we hope it is, a tem- 








PENNSYLVANIA R. R. & SUBSIDIARY 
COMPANIES 


1. The funded debt of this company has 
increased as follows: 


Funded Debt 


1910 1915 
$Z17,684,700 $326,398,270 $386,974,460 


3. Earnings per share of stock have de- 
cl'ned from a 5-year pre-war average of 
about $4 per share of capital stock to 
ebout 6 cents per share of capital stock 
since the new railroad rates went into 
effect. 




















porary condition. But no one can look 
back over the past few years and say that 
the road has grown stronger. 


More Pennsylvania Stockholders 


The published figures indicated consid- 
erable decrease in the number of stock- 
holders in New York and New England, 
and an increase in those residing in Penn- 
sylvania. It may be that the Pennsyl- 
vanians know a great deal more about 
this big railroad company than those who 
live outside of the state, but there are 
some disadvantages in being too close to 
a proposition. We should prefer the 


judgment of those who live at a distance 
and are able to view it in comparison with 
other big rajlroad systems. Considering 
its earnings, we cannot see why Pennsyl- 
vania should sell at $40 per share, equal to 
80% of its par value, while so many other 
sound railroad and industrial bond and pre- 
ferred stocks that are good investments 
may be had at that price, or less, and 
without the element of risk, which the 
figures indicate is assumed by Pennsyl- 
vania stockholders. 

If I had the choice, I would rather be- 
come a shareholder (partner) in an en- 
terprise which had only half a dozen own- 
ers. I would not go to the other extreme 
and join 134,743 partners in an enterprise 
which apparently is gradually getting into 
a very difficult, if not a precarious, posi- 
tion; nor would I employ such a medium 
for gétting into an industry (railroading) 
which has been so badly cut to pieces 
through influences that are no fault of its 
own and against which the manage- 
—— of og ee pe aes has ety d 
— y and with great credit to it- 


Purpose of Writing 


My purpose in writing this is to present 
the facts to the 134,743. It is the busi- 
ness of this MAGAZINE to assist its read- 
ers, whether they be widows, orphans, or 
others, in the selection and care of their 
investments. From what has already been 
printed in these columns, we doubt if our 
readers constitute a majority of the hold- 
ers of Pennsylvania. 

The president of that company once 
took exception to our calling attention to 
the weak position of the company, on the 
ground that it was unnecessarily disturb- 
ing to the stockholders, many of whom 
held small amounts and were unable to 
judge the situation for themselves. Our 
desire is not to frighten anyone, but to 
supply the facts from which large and 
small stockholders may draw their con- 
clusions. After they have done this they 
can decide where they desire to place 
their funds. 


Stock May Have Discounted Situation 


The shrinkage in the price of Pennsyl- 
vania shares from their high level of 85 
to 40, has already affected those who 
have bought it at various prices in be- 
tween. 

The present market price may turn out 
to be a low level. But so long as there 
are other securities which may be pur- 
chased in its stead, we see no special rea- 
son why any of our readers should con- 
tinue to hold the stock, on the ground 
that they have held it for a long while, 
or that their parents or grandparents did 
so. This is not a good, sound, investment 
reason and the time might come when 
many of them would wish that they had 
switched. 


THE MAGAZINE OF WALL STREET 











Official Goeraieent approved articles on the 
FINANCIAL, INDUSTRIAL and ECONOMIC CONDITIONS 
4s casting in 


ENGLAND 

















T is but natural that stupendous read- 
justment problems should follow the 
sudden ending of the most stupendous 

war of history. 

Today the whole world needs our steel, 
our wheat, our cotton, our copper, our manu- 
factures. 

Yet the skies above our iron furnaces, 
which were wont to glare red at night with 
the reflection of leaping flames, are now 
dark. Our bank credits are congested with 
carrying bursting bins of wheat, while 
Europe is in dire want. Our bales of un- 
sold cotton are piled sky-high, while half the 
world goes naked. Our copper mines are 
choked with their product while the copper- 
using factories of foreign countries stand 
idle. Our own factory workmen walk the 
streets while five continents hunger for the 
goods they should be making. 


* * * 


HE world lacks ready money to buy the 
goods which would set our industries 
humming; but the world has something 
which in the end is even better than ready 
money—it has property. Property is good 
security for credit. And credit so secured 
will set our wheels moving. 

In the past our prosperity has been nar- 
rowly and shortsightedly selfish. Such an 
attitude was a mistake then. Today it is a 
crime. 

Moreover, when the world owes us money, 


Prosperity 


not merely in millions, but in billions, we 
have a big stake in the prosperity of the 
whole world. Those debts must be paid in 
goods ; and to absorb the goods into our in- 
dustrial structure, we must broaden our con- 
ceptions of commerce and finance. 


* * * 


F,NDURING trade is based not only on 

mutual knowledge, but on mutual un- 
derstanding so that the result may be mu- 
tual benefit. 

Therefore, beginning with this issue of 
The Magazine of Wall Street, and continu- 
ing in every successive issue, we will give 
you the messages of the nations of the world, 
every one delivered through the medium of 
the Ambassador or accredited representative 
of that nation to the United States, in the 
form of an exclusive article. 

We include in this issue an article by the 
Royal Danish Legation. This is authorita- 
tive, for the Nation of Denmark is speaking 
to you. 

In this department, The Magazine of 
Wall Street affords a forum wherein the 
world may submit the schedule of its ne- 
cessities to American enterprise, and where- 
in also it may canvass the scope of its 
capabilities. 

Thus will international understanding 
point the way to American enterprise which 
will mean the dawning of a new era in busi- 
ness—The New Prosperity. 
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IKE most European countries, Den- 
mark has, during and after the 
war, been subject to strong finan- 

cial fluctuations. 

Before the war Denmark’s foreign 
debt, caused partly by her imports ex- 
ceeding her exports, amounted to about 
$268,000,000 (1 dollar equals 3.73 Dan- 
ish kroner, normal exchange rate). 
During the war the situation was com- 
pletely changed. Restrictions of vari- 
ous kinds limited the importations into 
Denmark, while at the same time the 
Danish export of agricultural products 
greatly increased in value, and the Dan- 
ish mercantile marine was employed 
on very favorable terms, largely 


Denmark 


Revenues Expected to Exceed Expenditures by $38,000,000 in Current Year—Country’s Main 
Reliance Is Agriculture—Active Development of Shipping Contemplated 
By ROGER NIELSEN, Technical Adviser, Royal Danish Legation 


For 1920 the figures are not yet 
available, but also last year Denmark’s 
imports greatly exceeded the exports. 
The deficit of 1920 will hardly equal 
that of 1919 (experts estimate the final 
deficit at $188,000,000) but even if we 
put it as high as $268,000,000, the situa- 
tion is nevertheless more favorable now 
than before the war. 

If we use the most conservative fig- 
ures, Denmark bettered her economic 
situation during the war by $590,000,000. 
Putting the combined deficits of 1919 
and 1920 at $536,000,000, Denmark is 
left with a surplus of $54,000,000, as 
compared with the pre-war balance. If 


But the war occasioned heavy expen- 
ditures, partly for military purposes, 
partly to social measures in the form 
of state aid to the unemployed, govern- 
ment grants for supplying the people 
with food and fuel at reasonable fixed 
prices, etc. The high cost of living 
made it necessary to increase the sal- 
aries of all state employes, at the same 
time that the greatly increased prices 
of fuel and material changed the profits 
of the state railroads, postal and tele- 
graph services, etc., into deficits. 

The result was considerable deficits 
in the state finances for the first three 

years of the war. Heavily in- 





creased taxes made the fiscal 





for foreign account. 

As a result, Denmark was not 
only able to buy back Danish 
stocks and bonds held abroad, 
but very considerable amounts 
were saved and deposited in 
American and English banks. 
From being $268,000,000 in debt 
to foreign countries, Denmark, 
at the time of the armistice, 
had become their creditor to 
an amount that, by some ex- 
perts, was put as high as 
$402,000,000, while others would 
reduce it to $322,000,000. 


Unsatisfactory Features 


But things were not as rosy 
as they looked. There was 
plenty of money in Denmark 
but no goods. Denmark must 
import many things from 
abroad, manufactured goods as 
well as raw materials for most 
of her industries; even the 
agricultural industry has to 








Denmark . 


NEVER BEFORE PUBLISHED 


HE following paragraphs are excerpts from 
a letter to THE MAGAZINE OF WALL 
STREET written by Mr. Roger Nielsen, | 
Technical Adviser to the Royal Danish Legation | 
and author of the accompanying exhaustive — 
analysis of conditions in that country: 
“I should like to emphasize that the statistics e 
used in the article are not only official but are 
the very latest obtainable. I cabled the Foreign 
Office for all available material on conditions in 
. . and two weeks ago I cabled again 
for some special information, mainly regarding 
the present national wealth of Denmark. A few 
days ago I received the desired figures by cable 
and you will find them incorporated in the ar- 
ticle. 
“Most of the statistics used in my article have 
never before been made public in this country. 


“Yours very truly, 


“(Signed) Roger Nielsen.” 


year of 1917-1918 resemble the 
favorable years before the war, 
but the next year again changed 
it all, resulting in the greatest 
deficit ever experienced by the 
Danish Government. 

Table II shows the current 
revenues and expenditures for 
those years. 

The last fiscal year, that of 
1919-1920, was a great improve- 
ment over its predecessors. As 
shown in Table III, the 
revenues ran into considerably 
higher figures than were esti- 
mated in the budget, while the 
expenditures came to less than 
estimated. When the total was 
made up the result was a 
balance of $16,000,000. 

This is a very creditable 
showing but it is possible that 
|} the current fiscal year will 
prove still better. According to 
| the budget estimates for 1920- 

1921 there should be a balance 








import not only fertilizers but 





corn, oil cakes and other food 
stuffs to keep her highly 

manufacturing of butter and _ bacon 
going. During the war the country 
was drained of all those stores of 
manufactured articles and raw ma- 
terials which it used to import, the soil 
had to some extent become impover- 
ished because of lack of fertilizers, and 
insufficient supplies of feed _ stuffs 
caused a decrease in the stocks of cat- 
tle and pigs of, respectively, 14 and 80 
per cent. 

After the war everything had to be 
replaced and replenished and Den- 
mark’s importations rose to unheard- 
of heights. Prices increased in propor- 
tion; for coal Denmark was forced to 
pay nearly ten times as much per ton 
as before the war. The consequence 
was that for the first peace year, 1919, 
Denmark’s imports exceeded the ex- 
ports by about $429,000,000. From this 
must be deducted the earnings of the 
Danish mercantile marine employed 
abroad, which amounted to some $161,- 
000,000. Thus the final deficit in the 
Danish trade balance for 1919 was 
$268,000,000. 
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we use the highest estimate for Den- 
mark’s profits during the war, the coun- 
try is at present better off by $134,000,- 
000 than in 1914. 

At any rate, if Denmark has not gained 
much by the war, in an economic sense, 
neither has she lost anything. Few Euro- 
pean countries can make a better showing. 

In connection with the excess of imports 
into Denmark, it should also be remem- 
bered that not only have the stores used 
during the war been replaced, but Den- 
mark has, so to speak, overstocked herself. 
A large percentage of the goods imported 
after the armistice was purchased not for 
domestic consumption, but for re-export 
to other countries, especially the Baltic 
states. The expected transit trade on those 
countries has so far failed to materialize, 
and much of the goods still remain in 
Denmark, e 


Pre-War Finances Evenly Balanced 


Before the war the Danish state finances 
balanced very evenly. Table I herewith 
shows the revenues and expenditures of 
the Danish Government for the two fiscal 
years preceding the war. 


of $38,000,000 at the end of the 
year, March 31, 1921. The final figures 
will, however, not be available before 
October, 1921. 

In spite of the unusual conditions 
arising from the war, the Danish state 
finances may be said to be in a very 
fair shape. This has been officially 
recognized by experts of world-wide 
renown. Only a short time ago, De- 
cember 9, 1920, it was stated in the 
British Parliament by the Chancellor 
of the Exchequer, the Hon. Austen 
Chamberlain, that besides Great Britain 
Denmark was the only country in 
Europe that paid her way. 


The National Debt 


The national debt of Denmark 
amounted in 1914 to $95,580,000. Dur- 
ing and after the war it has been about 
trebled and now stands at $286,000,000. 
This is a very considerable increase 
but nothing remarkable, compared with 
other countries. The national debt of 
France is now 7 times as large as be- 
fore the war, Switzerland’s 9 times, 
Great Britain’s 12 times and that of 
the United States 24 times. Per head 
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the Danish national debt amounts to 
about $90, compared with $145-.per 
head for the Netherlands, $230 for the 
United States, $900 for Great Britain 
and $1,150 for France. 

Before the war more than 75% of 
the total national debt of Denmark was 
external. The percentage is now only 
35, as most of the new loans have been 
raised within the country itself. 

The increase in the Danish national 
debt is partly due to the incorporation 
into Denmark of Northern Slesvig, 
which by the Versailles Peace Treaty 
was returned to Denmark last year, 
after a_ plebiscite 


were $96,000,000 with liabilities of $86,- 
000,000, a surplus of assets of $10,000,- 
000. For the provincial cities the fig- 
ures were $58,000,000 and $44,000,000, 
an excess of assets over liabilities of 
$14,000,000. For the fiscal year 1919- 
1920 the city of Copenhagen announced 
its net assets as amounting to $13,- 
000,000, the liabilities having been de- 
ducted. Besides this, the municipality 
has reserved an amount of $3,000,000 
for extraordinary amortijzations. 

The assets of the Danish Government 
consist of the crown lands, crown 
woods, public buildings, state railroads, 


postal and telegraph services, state 
harbors, etc. The municipality of Co- 
penhagen owns the street railways, gas 
and water works, electric plants, sev- 
eral large hospitals, the harbor, munic- 
ipal buildings, etc. The provincial 
cities likewise own the public utilities, 
viz.: gas and water works, electric 
plants, harbors, etc. 


Prosperity Has Increased 


The prosperity of Denmark has in- 
creased greatly in later years. The in- 
come of the Danish people was, in 1909, 
estimated at not quite $200,000,000. In 
1918 it had _ in- 
creased to about 





that showed an 





overwhelming ma- 
jority of the in- 
habitants in favor 
of a réunion with 
their old mother 
country. The ex- 
penses connected 
with the sncorpora- 
tion can be put at 
about $80,000,000, 
which includes the 
sum Denmark had 
to pay to the Allied 
Reparations Com- 
mittee as North 
Slesvig’s portion of 
Germany’s pre-war 


1912-1913 
19138-1914 








DANISH GOVERNMENT FINANCES, 
Table I.—Pre-War Years. 
Expenditures 
$29, 


30,000,000 
Table I1.—War and Post-War Years. 
Current Revenues Expenditures 


124,000,000 


Table IIIl.—Year of 1919-1920. 
Budget Estimate. 
Current Revenues 


$659,000,000. In 1919 
it was close to 
$900,000,000. De- 
posits in Danish 
banks grew from 
$243,000,000 in 1913 
to $992,000,000 in 
1919, the latest year 
for which official 
statistics are avail- 
able. This is an in- 
crease of 310 per 
cent in six years, 
For the same pe- 
riod deposits in sav- 
ings banks increased 
from $225,000,000 to 











$389,000,000, an in- 





debt and of the 
Prussian state debt 
as well as for such property as the Danish 
Government acquired in the province. 

In return for these outlays, Denmark 
has gained a great and valuable addi- 
tion of territory which has increased 
not only the wealth of the country, but 
also its productive capacity. The area 
of Denmark was formerly 15,611 square 
miles with a population of 3,049,000. 
The incorporation of North Slesvig, 
which has an area of 1,507 square miles 
(one and one-half the size of the State 
-of Rhode Island) and a population of 
170,000, gives Greater Denmark a total 
area of 17,118 square miles and a popu- 
lation of about 3,220,000. Northern 
Slesvig is very fertile land, and its agri- 
culture, especially its dairying, is highly 
developed. 

The assets of the state are considerably 
greater than its liabilities. For 1917-1918, 
the latest year for which official statistics 
are at hand,. the state had total assets 
amounting to $309,000,000 and total lia- 
bilities to the amount of $209,000,000, an 
excess of assets over liabilities of 
$100,000,000. On the 3lst of March, 
1920, the total assets of the state were 
estimated at $349,000,000 and the total 
liabilities at $248,000,000, a surplus of 
assets of $101,000,000. Since then, Den- 
mark has increased her national debt 
somewhat, but at the same time the assets 
of the state have been proportionately 
increased. The railways, public buildings, 
etc., which were acquired by the Danish 
Government in North Slesvig are thus 
valued at about $21,000,000. 

The assets of the Danish cities, town- 
ships and counties are also considerably 
greater than their liabilities. For 1917- 
1918 they amounted respectively to 
$196,000,000 and $157,000,000, an excess 
of assets over liabilities of $39,000,000. 
For the city of Copenhagen total assets 
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Above—the City Hall of Copenhagen, 

one of the most beautiful modern build- 

ings in Northern Europe. Below—Har- 

bor of Marstal on the island of Aeroe, 

whose skippers are known all over the 
world. 


crease of 75%. The 
number of depositors in savings banks, 
according to official figures for 1918, 
was 1,556,252, or about 52% of the 
total population of Denmark. For the 
same year the number of depositors 
in American savings banks was 11,- 
379,553, or about 11.5% of the total 
population of the United States. De- 
posits averaged, however, higher in the 
United States than in Denmark, the 
average to each American depositor be- 
ing $467, as compared with $250 to 
each Danish depositor. 

As in other countries, the note cir- 
culation increased greatly in Denmark 
during and after the war. From $52,- 
000,000 in 1914 it has risen to $140,- 
000,000. It should be noted, however, 
that this increase is partly due to the 
reunion of North Slesvig, which had to 
be supplied with Danish currency as 
soon as taken’over by Denmark. 

Despite the large increase in note cir- 
culation, the National Bank of Den- 
mark has more than maintained the 
same ratio of gold reserve to currency 
as before the war. Danish gold re- 
serves amounted in 1914 to $20,000,000, 
but are now about $62,000,000. This 
means that 44% of Denmark’s note cir- 
culation is covered by gold, while the 
corresponding ratio in almost all other 
countries is considerably lower, in the 
United States, for example, 33% at 
present. 


Why the Low Exchange Rate? 


Considering that Danish currency has 
behind it a larger percentage of gold 
reserve than that of any other coun- 
try, a few ones excepted; considering 
further the greatly increased wealth of 
the Danish people and the fact that 
Denmark has one of the lowest per 
capita national debts of the world, it 
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may seem hard to understand why the 
rate of exchange on Denmark last year 
was so abnormally low. 

It can only be explained as a result 
of the adverse trade conditions. As 
already mentioned, Denmark’s trade 
balance deficit can, for two years after 
the war, 1919 and 1920, be estimated 
at about $536,000,000. The demand for 
foreign currencies increased tremen- 
dously with the heavy excess of im- 
ports over exports, and as Denmark 
was unwilling to deplete her gold re- 
serves by paying for her purchases 
in gold, foreign currencies could only 
be had at a premium. 

At the time last fall when Denmark 
made her heaviest purchases of Ameri- 
can coal, the exchange rate of the 
krone went just below 13, the normal 
rate of exchange being 26.8. As soon 
as Denmark’s imports from the United 
States decreased and she began to ex- 
port agricultural products to this side, 
Danish exchange went up and, at the 
close of the year it had improved $2.50 
per 100 kroner and stood at 15.50. 

Since then there has been a further 
sensational increase in the value of the 
Danish krone. In the first three weeks 
of January the rate of exchange went 
from 15.50° to 19.60, an additional im- 
provement of $4.10 per 100 kroner. 
Thus, in three months’ time, the krone 
increased more than 50% in value in 
American money. 


Agriculture, Denmark’s Chief Industry 


Denmark’s speedy recovery from the 
effects of the war is chiefly due to the 
fact that her main industry ‘is agricul- 
ture. About 40% of the total popula- 
tion lives directly off the soil, and agri- 


The last year before the war, 1913, 
Denmark’s exports of domestic agri- 
cultural products amounted to $140,- 
000,000. With the rising prices during 
the war the exports increased in value 
till they reached a maximum of $224,- 
000,000 in 1916. Then the blockade 
made itself felt, the exports decreased 
in quantities, and for the last year of 
the war, 1918, they amounted to only 
$109,000,000. 

Danish agriculture recovered slowly 
after the war, and in 1919 the exports 
rose to a value of $121,000,000. But last 
year conditions improved greatly, feed 
stuffs like oil cakes and corn could 
again be imported, the stocks of cattle, 
horses and poultry approached pre- 
war figures, and the number of pigs, 
which during the war decreased from 
2,497,000 to 716,000, had by July, 1920, 
increased to 1,008,000. It is now con- 
siderably larger. 

The result was that the export of 
Danish agricultural products rose to a 
higher value for the first half of 1920 
than for the whole year of 1919. Final 
figures for all of 1920 are not yet avail- 
able, but the total can safely be esti- 
mated at $295,000,000. 

The following table shows the value 
of Denmark’s exports of domestic agri- 
cultural products (cattle, horses, butter, 
bacon, meat, hides, eggs, milk and 
cream, but not including grain, feed 
stuffs, seed, etc.) for the last eight 
years, in millions of dollars: 














A FARM ON THE ISLAND OF ALS 


This territory comprising North Slesvig is now a part of Denmark. It is a very 
fertile country and contributes greatly to the wealth of this nation. 


cultural products constitute about 75% 
of the total value of the country’s ex- 
ports. 

Comparatively speaking, Denmark is 
a small country, but she is neverthe- 
less the largest exporter of butter in 
the world and second only to the United 
States in the value of her exports of 
meat products. 
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Denmark’s export of agricultural prod- 
ucts in 1920 was more than twice that 
of the last year before the war and 


$71,000,000 higher than in 1916, the 
most profitable of the war years. 
Denmark is fortunate in being one 
of the few countries of Europe which 
have a surplus of food available for ex- 


port, and it can hardly be doubted that 


still greater prosperity is in store for 
Danish agriculture in the years to come. 
By far the largest percentage of Den- 
mark’s agricultural exports goes to 
Great Britain, but during and after the 
war the British Government controlled 
and fixed the prices on butter, bacon, 
eggs, etc., so that the Danish producers did 
not receive as high prices as they could 
have obtained in an open market. The 
British Government has, however, re- 
cently announced that the restrictions 
will be abolished in the near future. 


Self-Contained Manufactories 


Although Denmark must import coal 
and, with a few exceptions, all other 
raw materials for manufacturing, Dan- 
ish industries now employ 300,000 
workers, or about. 10% of the total 
population of the country. The indus- 
trial development has not been encour- 
aged by artificial means like high tariff 
laws, but the Danish industries have 
nevertheless succeeded in establishing 
themselves so firmly that they are ca- 
pable of supplying the population with 
goods of nearly every description. 

Large quantities of manufactured 
products are still imported by Den- 
mark, but, at the same time, the Dan- 
ish industries produce a good many 
articles for export. Among the latter 
may be mentioned oleomargarine, 
chemical articles like rennet, cheese 
coloring, etc., cement, furniture, the 
famous Copenhagen porcelain and 
fayence, artistic gold and silver articles, 
machine tools, hardware and enameled 
goods, Diesel motors for large ships, 
oil motors, refrigerators, cement and 
mining machinery, agricultural machin- 
ery of many kinds, electric articles and 
telephones, and many other articles too 
numerous to be mentioned here. 

At present there is some unemploy- 
ment in Denmark caused by the com- 
petition from Germany, where low 
wages and the abnormal rate of ex- 
change make it possible to produce and 
export goods at prices which no other 
country can meet. Various measures 
have been under consideration in Den- 
mark for protecting the industries 
against this unequal competition, but 
the Danish Government is of the opin- 
ion that for the present the most im- 
portant thing is that the world-wide 
reductions in prices be turned to the 
benefit of all Danish consumers. 


Shipping Interests Increase 


Encircled by the sea on every side 
and with an ideal geographical location 
for engaging in foreign trade, Denmark 
has from time immemorial been a na- 
tion of navigators and merchants. The 
war has greatly increased Denmark’s 
chances in this direction. d 

Before the war, there were three 
great ports in Northern Europe, Petro- 
grad, Hamburg and Copenhagen. Now 
Petrograd is more or less a dead city, 
Hamburg will for many years to come 
be handicapped by the effects of the 
war, while Copenhagen stands prepared 
to become the chief distributing center 
for northeastern Europe. Situated at 
the very entrance to the Baltic Sea, 
with an old-established, large and mod- 
ern free port and regular steamship 
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routes to all parts of the world, the 
capital of Denmark has unlimited pos- 
sibilities tor developing the transit 
trade on the many states bordering the 
baltic. 

Copenhagen has one of the principal 
ports of the world, more tonnage enter- 
ing annually than in any American port 
except New York. Before the war, 4,- 
360,000 net register tons entered the port 
of Copenhagen annually. This decreased 
greatly during the war, but in 1919 the 
total tonnage entering the port of Copen- 
hagen again increased to 3,311,000 tons, 
and last year it amounted to 3,526,000 net 
registered tons. 

For the past few years large extensious 
and improvements of the harbor have 
taken place. A total of 5,680 acreg of 
land have been reclaimed, the total length 
of the quays is now more than 21 miies, 
the harbor extends for over 6 miles from 
North to South, and excavations which 
have been under way for about a year will 
by next April make it possible for the 
very largest ships ever built, three or four 
excepted, to enter the harbor of Copen- 
hagen. The extensions and improvements 
will, when completed, have cost $11,- 
000,000. 

The Copenhagen free port which is oper- 
ated by the Copenhagen Free Port Com- 
pany was established 25 years ago and is 
the largest and best equipped free port 
in Northeastern Europe. Foreign goods 
can be discharged and stored in the free 
port or transhipped from there to other 
countries than Denmark without any cus- 
tom duties being paid to the Danish Gov- 
ernment. Also the free port has been 
enlarged and improved during the past 
few years, and its warehouses now cover 
a total area of more than 50 acres, The 
harbor and free port are supplied with 
electric cranes, grain elevators, coaling 
depots, large ship-yards with dry-docks 
and all other facilities for the handling 
and transshipment of goods. 

As of June 30, 1920, Denmark had a 
merchant fleet of 803,411 tons. In. 1914 
the Danish merchant marine amounted to 
820,181 tons, but during the war 250 Dan- 
ish ships of 256,000 tons were sunk by 
mines or submarines. Despite these com- 
paratively very great losses, Denmark has 
more tonnage per head than any other 
country in the world except Great Britain 
and Norway. 

Of the Danish shipping companies the 
“United Steamship Company” is the larg- 
est with a fleet of more than one hundred 
steamers. The United Steamship Com- 
pany has regular routes not only be- 
tween all important Danish ports, but also 
between Copenhagen and ‘the principal 
European ports. The Scandinavian- 
American line with its four large passen- 
ger liners plying between Copenhagen and 
New York is a subsidiary of the United 
Steamship Company which also maintains 
other transatlantic routes to North and 
South America. 

The great Danish commercial company, 
“The East Asiatic Company,” which car- 
ries on both shipping, commerce, industry 
and plantership has a large fleet of sea- 
going motor-ships. Encouraged by the 
president of this company, Mr. H. N. 
Andersen, the shipbuilding firm of Bur- 
meister & Wain of Copenhagen, some 
years before the war, succeeded in con- 
structing Diesel motors for use in large 
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vessels. 


Thus an altogether new type 
of ship was created, the funnel- and 
smokeless sea-going motor-ship which in 
many. respects is superior to steamships. 
Burmeister & Wain are now building ships 
of this kind for many foreign shipping 
companies. 

The East Asiatic Company has its 
headquarters in Copenhagen with branches 
in Siam, China, Siberia, the United States, 
Chile, South Africa, etc. In 1919, the com- 
pany had a fleet of 14 motor-ships of about 
64,000 tons, but during 1920, the fleet has 
been increased by probably 50,000 tons. 





$175,000,000, an increase of more than 700 
per cent in 7 years. 


What Denmark Depends Upon 

The national wealth of Denmark was, in 
1900, about $2,000,000,000. In 1910 it had 
increased to $2,700,000,000. Today ex- 
perts estimate it at about twice that 
amount, including the wealth of North 
Slesvig, now incorporated into Denmark. 

The estimate of Denmark’s total national 
wealth, as of 1920, is $5,360,000,000 or 
about $1,665 per head. Compared with the 
United States this is nothing to boast of; 
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LANDS OF JUTLAND 


Jutland is famed for its fine cattle. The average annual yield per cow is 6,400 lbs., 
compared with a yield of 3,700 lbs. per cow in the United States. Denmark is the: 
largest exporter of butter in the world. 


In addition, the East Asiatic Company has 
just started the Baltic-American Line with 
three 10,000-ton steamers which were 
formerly under foreign flag. 

Another Danish company of an inter- 
national character is the Great Northern 
Telegraph Company of Copenhagen which 
owns telegraph cables not only in Europe, 
between Denmark and France, England, 
Iceland, Norway, Sweden, Finland and 
Russia, but also between Siberia and Japan, 
between China and Japan, besides many 
cables down the coast of China, etc. 

These and other great Danish concerns 
have been financed by the far-seeing banks 
of Copenhagen. Of these the three most 
important are the Danish Agricultural 
Bank with a paid-in capital of about $27,- 
000,000, the Private Bank, and the Com- 
mercial Bank of Copenhagen, each having 
a paid-in capital of about $13,000,000. The 
National Bank of Copenhagen (capital 
about $7,000,000) has the monopoly of 
issuing paper currency. 

Tax-paying stock-companies and similar 
organizations (banks, shipping companies, 
industrial concerns, trading corporations, 
insurance companies, etc., but not includ- 
ing the numerous large co-operative or- 
ganizations which have an immense annual 
turn-over, but pay no income taxes) had 
for the year 1913-1914 a net income of 


$21,000,000. In 1916-1917 the net income 


of tax-paying companies had grown to 


$65,000,000, and for 1917-1918 to $110,000,- 
000. Last year, that of 1920-1921, it was 


the per capita wealth of the United States 
is probably by now over $3,000. But then, 
Denmark is not by nature a rich country. 
Her only natural industry is agriculture; 
she has no coal, no oil, no iron or other 
mineral riches; she has no extensive for- 
ests and no waterpower to speak of. She 
must depend solely on her soil, on her 
people’s skill, enterprise, industry and will 
to co-operate, and on her favorable geo- 
graphical position for engaging in shipping 
and trading. 





THE TOY TRADE OF DENMARK 


While Germany dominated the Danish 
toy market before and during the war, on 
the other hand, the export of Danish 
wares came as a direct result of the war. 
Since 1915 it has been considerably on the 
increase. 

One of the most active firms (Aktiesels- 
kabet “Da. Le. Fa.”) states that in 1916, 
acting in accord with “De Forenede 
Danske Legetcjsfabrikker,” the manufac- 
ture of wooden toys of different descrip- 
tions was begun. This activity has since 
developed along other lines so that in addi- 
tion the firm is now manufacturing 
office, electrical, and photographic articles. 
A considerable number of pencil boxes and 
similar small articles are made, especially 
for school use. Adults only are employed 
in this work; they are all trained men paid 
at union rates, and employed; according to 
law, eight hours a day. 
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Two Issues Dealt in on N. Y. Stock Exchange—Investors Should Not Overlook Lower-Income 


Securities 


By H. I. PERRINE, of the American Express Securities Department 


HERE are few European countries 

that have been able to recover so 

rapidly from the effects of the war 
as Denmark. A survey of that country’s 
accomplishments since the signing of the 
armistice shows that practically the only 
unfavorable factor in the outlook at pres- 
ent is the foreign trade situation and that 
situation is now gradually arighting itself 
as a result of the heavy demand from 
other countries for the agricultural prod- 
ucts turned out by Denmark. 


The credit of the nation today ranks 
unusually high among other European 
countries, and is based upon tangible evi- 
dence that Denmark during the next few 
years is destined to become an important 
factor in world commerce due to her 
strategic position in the shipping and agri- 
cultural industries. Denmark’s capacity 
as a producer of dairy and animal prod- 
ucts is unexcelled and she is one of the 
few nations of the world which at the 
present time have a surplus of food avail- 
able for export. : 

Denmark’s currency is well protected 
from the standpoint of gold reserves, her 
per capita net debt is one of the lowest 
in the world, and the wealth of her people 
-has increased substantially in recent years 
-as is indicated by the growth in bank 
deposits. 

With these thoughts in mind let us 
glance over a list of her outstanding bonds 
with a view to determining their desira- 
bility as investment mediums. 


Two Danish Issues Available 


This list shows that there are available 
two issues of 8% so called dollar bonds, 
that is bonds whose principal and inter- 
est are payable in this country in United 
States gold coin. They were both re- 
cently floated and were readily absorbed 
by investors. Both issues have been listed 
«on the New York Stock Exchange, and 
are now selling at around 98, at which 
figure the yield to maturity is slightly 
‘more than 8.25%. 

The first of these issues was the 25-year 
sinking fund loan which was offered for 
public subscription in this country last 
October at par. Negotiations for the pur- 
chase of these bonds were said to have 
been under way for several months pre- 
vious to October, but it was not until the 
latter part of that month that Denmark 
came to an agreement as to the terms pro- 
posed by the bankers. The purpose of this 
financing was partly to refund maturing 
debt and partly to bring about an im- 
provement in Danish exchange, which at 
that time had suffered a depreciation of 
about 50%, being quoted at 13.75 cents as 
compared with a normal value of 26.80 
cents. 

How well the loan accomplished its pur- 
pose is indicated by the present quota- 


tion of 18.50 cents for Danish kronen, 
which quotation represents an advance of 
nearly 50% over that which prevailed at 
the time the bonds were floated. A still 
further improvement in this connection 
may be expected as Denmark’s imports 
from the United States decrease and her 
exports of agricultural products expand. 

These bonds are outstanding in the 
amount of $25,000 and run for a period 
of twenty-five years, thus giving the in- 
vestor the benefit of an unusually high 
interest rate over a long term of years. 
The bonds have an attractive sinking 
fund provision attached to them, although 
this fund will not begin to operate until 
1926. Beginning in that-year provisions 
are made for the semi-annual payment in- 
to a sinking fund of a sum sufficient to 
redeem the entire loan at its maturity. 
The bonds are protected by the same 
callable and tax-free features that have 
applied to the other foreign government 
loans floated in this country. 


The Consolidated Municipal Loan 


The other 8% Danish issue obtainable in 
this market is the $15,000,000 Danish 
Consolidated Municipal Loan which also 
runs for a period of twenty-five years. 
These bonds were brought out during the 
latter part of January at a price of 98 
to yield approximately 8.29%. They also 
have an attractive sinking fund provision 
attached to them, which will provide suffi- 
cient sums to purchase or redeem the 
entire issue at or before maturity. At the 
time these bonds were floated the Danish 
currency had experienced a sharp recov- 
ery, being quoted at not far from 20 cents, 
as compared with 13.75 cents in October 
of 1920.. The loan met with the same 
ready response on the part of investors 
that had characterized practically all the 
8% foreign government bonds and the sub- 
scription books were closed shortly after 
the opening. The issue is divided into 
two series. Series “A,” outstanding in the 
amount of $7,000,000, is the joint and sev- 
eral obligation of 27 Danish municipalities, 
embracing.nearly all the chief municipali- 
ties in Denmark outside of Copenhagen 
and the adjoining municipality, Fredericks- 
berg. Series “B” is the joint and several 
obligation of Copenhagen and Fredericks- 
berg, and is issued up to the extent of 
$8,000,000. In view of the excellent credit 
of the Danish municipalities, the bonds are 
entitled to a high investment rating. 


City of Copenhagen 5%s 


A third attractive external issue of 
Denmark which has found its way to this 
country is the 5%4% loan of Copenhagen, 
which was put out in June, 1919. These 
bonds are a direct obligation of the City 
of Copenhagen, and principal and inter- 
est on them are payable at New York in 
U. S. gold coin. They are outstanding in 


the amount of $15,000,000 and are repay- 
able at par in annual installments of $750,- 
000, beginning July 1, 1925. The bonds 
are now selling at around 74, at which 
price they return a very satisfactory yield 
to the investor. The sinking fund will 
naturally serve to maintain the market 
price and the credit of the issuing city 
places the bonds on a high investment 
plane._ The City of Copenhagen is one of 
the most important trade centers of North- 
ern Continental Europe and enjoys the 
reputation of always having promptly met 
all obligations in respect to its municipal 
loans. 


Numerous Other Issues 


In addition to the three issues above 
mentioned the Danish Government as well 
as the City of Copenhagen has outstand- 
ing numerous other obligations. Among 
these it is well worth while to tall atten- 
tion to two Danish Government &terling 
loans; one the 3’s of 1897 and the dther 
the 4’s of 1912. Principal and interest 
on these bonds are payable at fixed rates 
of exchange at Copenhagen, London, 
Paris, Hamburg and other foreign cities. 
They are dealt in principally on the Lon- 
don market, but also enjoy a wide market 
on all the principal stock exchanges of 
Europe. Recently there has developed 
considerable interest in these issues in this 
country and trading in them here has 
assumed large proportions. Both have 
sinking fund provisions attached to them 
and are worthy the consideration of in- 
vestors who are desirous of placing some 
of their funds in the securities of foreign 
countries. The 3’s may now be obtained 
at around $57 per 500 kronen while the 4’s 
are now quoted at $56 per 363 kronen. 

While the investors of this country may 
possibly be inclined to give preference in 
their purchase of Danish securities to the 
two issues of 8% bonds for the reason 
that they are listed on the New York 
Stock Exchange and actively traded in 
every day, they should not overlook the 
profit possibilities afforded by a number 
of the lower interest bearing bonds which 
have been issued by the Danish Govern- 
ment in former years. Many of these are 
now obtainable on a very attractive in- 
come basis and will no doubt appreciate 
substantially in price as conditions in Den- 
mark gradually return to normal. Their 
attractiveness lies not so much in their 
present income return as in their possible 
price appreciation when exchange rates 
again resume their upward tendency. Dur- 
ing the twenty years prior to the war 
Denmark borrowed abroad at from 3% to 
4% and it is merely a question of time 
when the credit of her government will 
again be reflected by borrowings as low 
as 4% or under. The Danish Govern- 
ment is one of the oldest in Europe and 
the national credit ranks very high. 
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Japan’s Outlook—Exchange Situa- 





JAPAN’S R. JAMES F. AB- 
AFFAIRS BOTT, our Com- 
IMPROVE mercial Attaché 


at Tokyo, says in a cable 
report as of February 4, 1921, that the 
financial situation in Japan is improving. 
Bank rates generally are lower than they 
were in January, and there is current 
talk that the Bank of Japan will decrease 
its rate. Bank loans are increasing, in- 
dicating a tendency to employ this easier 
money to expand business. Japanese in- 
vestment capital, which is apparently suf- 
ficient to meet demands, is being directed 
primarily to public loan bonds, the gov- 
ernment having approved, in December, a 
bond issue of 33,000,000 yen for the im- 
provement and extension of the railways, 
which are government owned. Exchange 
rates on New York are steady. 

The balance of Japan’s foreign trade 
for January is on the side of imports. 
There is a decrease in the exports of 
tea, beans, sugar, starch, silk, cotton goods 
and insulated copper wire. Wage scales 
have been reduced, and it seems probable 
that trade conditions will be more favor- 
able as soon as disposition can be made 
of the accumulated stocks of products 
produced during the period of higher com- 
modity and labor prices. 

Because of the drop in silk prices in 
America, there is a falling off in silk ex- 
ports from Japan to this country. Re- 
newed activity is reported in Japan’s 
orders for American steel products, 
standard section rails and electrical power 
equipment. An American company is 
said to have received a contract from 
the Japanese government for the erection 
of two steam electric power stations. 
Japan is purchasing considerable textile 
machinery from us. 

The following figures showing the for- 
eign trade of Japan for the year 1920 by 
commodities in comparison with the cor- 
responding figures for 1919, is interesting 
as showing that, in spite of the fact that 
both years saw an excess of imports over 
exports, Japan imported gold and silver 
in considerable quantities in both years, 
and although last year’s unfavorable bal- 
ance of trade was over five times as great 
as for the previous year, the importation 
of the precious metals was increased, 
being even greater than the excess of im- 
ports. This situation is being continued 
in the current year, for, with an excess 
of imports of 28,195,000 yen during Jan- 
uary, 1921, the gold imports for the same 
month amounted to 25,170,000 yen. 

Although the reduction of the value of 
rice importation by 144,135,000 yen for 1920 
compared with 1919 resulted in reducing 
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tion Helps China—Sweden’s 
Activities—Cuban Trade 
in 1920 


the value of imported focdstuffs by about 
128,919,000 yeu, the increase in value of 
raw materials amounting to 166,352,00u 
yen, of manufactures for further use in 
manufacturing amounting to 57,681,0U0 
yen, and of articles wholly manufactured 
amounting to 361,000 yen, made the total 
imports of 1920 greater by 162,679,000 yen 
than in 1919. The import items, which 
were 10,000,000 yen or more iarger than 
in the preceding year, were saltpeter, oil 
cake, raw cotton, wood, iron bars, rods, 
plates and sheets, woolen tissues and ma- 
chinery and parts. Iron, pig, ingots and 
slabs show a shrinkage of 15,933,000 yen. 

The export tetal for 1920 was less than 
that for 1919 by 150,482,000 yen, the net 
result of a shrinkage of 226,560,000 yen 
under the heading of “manufactures for 
further use in manufacturing,” and of 
about 7,500,000 yen each under “food- 
stuffs” and “miscellaneous” being offset 
by increases of 29,835,000 yen under “raw 
materials” and of 61,505,000 yen under 
“articles wholly manufactured.” The item 
of raw silk naturally registers the greatest 
decline, namely, 240,041,000 yen; beans 
and peas and copper being the two other 
items showing marked declines. The 
value of cotton tissue exports was 54,- 
602,000 yen and of cotton yarns 38,781,000 
yen larger for 1920 than for 1919. 

Mr. Saburobei Endo, chairman of the 
Japanese Silk Mission to the International 
Silk Exposition, in an address on the 
evening of February 18, said: “The 
marvelous development of the silk indus- 
try of the world, in trebling its output 
within the past decade, is no doubt due 
on one hand to the fact that the Amer- 
ican public understood the nature of silk 
and used it in such a manner as to make 
it an article of daily necessity instead of 
luxury.”- He said that an abnormally 
high price of silk ,would disturb the 
market, and in the same way an unusually 
low price would diminish the cocoon 
product, degrade its quality, and make a 
spply of raw material able to stand the 
strain of high-speed American looms im- 
possible to get. 

CHINESE HE exchange situa- 
COAL tion in China favors 
CHEAP exports. The buying rate 

of the banks on February 
lst was $2.06 silver to one United States 
dollar, according to the report of Mr. 
Julian Arnold, Commercial Attaché at 
Peking. The plentiful stocks of silver at 
Shanghai, which were estimated as equiv- 
alent to $85,000,000 Mexican on February 
J, combined..with the general business 
depression, have reduced the bank’s call 





loan rate to an unprecedentedly low figure 
for this season of the year. Other bank 
rates are also lower and, although money 
is easier than it has been for some time, 
there are some failures occurring among 
the Chinese. But these failures are fewer 
and less important than expected, and 
while the Chinese and foreign banks as 
a rule are in good condition, millions of 
loss, due to the fall in silver, will have 
to be borne by them as well as the mer- 
chants. 

The value of import stocks is lower 
now than for the same time last year, 
owing to readjustments of inventories on 
the new silver basis. The stocks of ex- 
port commodities are generally larger 
than for the same period last year. There 
has been a resumption of silk exports to 
this country. There is much activity in 
the building and construction lines, espe- 
cially of warehouses, factories, office build- 
ings, etc. In shipping, the outward ton- 
nage exceeds the demand. There is an 
increased flow of foreign investment cap- 
ital. The domestic loan recently floated 
of $6,000,000 Mex. opens an opportunity 
for the sale of American cars and locomo- 
tives for the Chinese railroads. An Amer- 
ican Chamber of Commerce has been or- 
ganized at Tsingtao. 

Trade Commissioner L. W. Meekins re- 
ports that, notwithstanding restricted sales 
in Siberia, the ultimate market for Amer- 
ican goods sent to Harbin, there is much 
business obtainable in the harbor of Har- 
bin itself. As sales opportunities, Mr. 
Meekins mentions safes and locks, hard- 
ware, saws and axes, motor cars and ac- 
cessories, harness, marine supplies, plows 
and harrows, and street sprinklers. 

Commissioner Julian Arnold believes 
that with the large supply of hides and 
skins available in North China and the 
low cost of labor conditions are very 
favorable for the success of tanneries and 
leather works. A Chinese tannery now 
operating in Tientsin is planning to ex- 
pand, with American and Chinese capital, 
and to specialize in the production of 
pickled skins. There is a growing market 
for pickled horse, goat and sheep skins. 

Mr. Arnold suggests that if American 
dealers on the Pacific Coast can use 
Chinese coal, arrangements could be made 
whereby ships could carry it as ballast in 
place of sand. The rate would be about 
$4 a ton. Chinese anthracite coal can be 
purchased at the port of Chin Wang Tao 
for $8 Mex. a ton. This ccal is con- 
sidered high ash coal and retails in 
Shanghai at $17 Mex. a ton. Chinese 
bituminous coal can be secured very cheap. 
This arrangement would be very ad- 
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vantageous to all the industries on the 
Pacific Coast. 


HE total value of im- 
SWEDISH ports of Sweden 
LOAN? from January to October 

amounted to 2,948,000,000 
crowns—exports for the same period to 
1,946,000,000 crowns. Both the imports 
and exports are decreasing, due to the 
lessening demand and overstocked markets. 
The Scandinavian staples, paper, timber 
and pulp, are especially affected by the 
lack of demand for them. The February 
ruling prices of staples are lower than 
for January. Also the prices of specialties 
and manufactured products are lower than 
for the month previous. 

Building and construction are not 
progressing rapidly on account of the 
high price of labor and material. The 
demand for shipping space is dull, and 
outward tonnage exceeds demands and 
many vessels leave in ballast. Much ton- 
nage is lying idle at present. Industries 
have been closing down, or working part 
time. German competition is becoming 
quite serious in the Scandinavian countries. 
There is a decreasing number of Amer- 
ican salesmen in the Scandinavian 
countries. Commercial credits to these 
countries are more difficult to negotiate 
than previously. There seems to be no 
disposition on the part of business in- 
terests to make reductions of prices, as 
they seem to prefer to lose business rather 
than make reductions until the nearby 
markets can be more completely de- 
veloped. 

Professor Gustay Cassel in a recent 
report points out that the present bank 
rates in Sweden scarcely correspond to 
the real stringency of the money market, 
notwithstanding their severity. Even the 
present rates are not high enough to bring 
about the necessary reduction of the de- 
mand for capital, and unless the supply 
of savings becomes plentiful it will take 
a long time before a really justified 
transition to normal rates may be antici- 
pated. Professor Cassel goes on: 

“The shifting of the distribution of in- 
come between the different classes of 
society which has taken place during the 
last years has considerably reduced the 
ratio of savings, that is, the quotient of 
the public income which is used for the 
creation of new capital. The effect hereof 
is further aggravated in a high degree 
by the recent development of taxation 
through which the essential burden of 
taxes has been laid on the larger in- 
comes, especially on those of the com- 
panies. 

“In all probability, therefore, the 
savings during the next years will be 
considerably less than what they would 
have been under normal conditions. And 
it is then inevitable that the rates of in- 
terest will remain at an extraordinary 
height. If the building activity slackens, 
and industry, in despair of the future, 
refrains from all extensions, the demand 
for new capital may be considerably re- 
duced for some time. But in the long 
run imperative needs will necessitate the 
resumption of both building activity and 
industrial extension. If we take into con- 
sideration the great and constant need of 
capital for the commercial activities of 
the state and the municipalities, and re- 
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member to what extent these needs are 
kept back by the high interest rates and 
restrictions, we must arrive at the final 
conclusion that interest cannot for a long 
time return permanently to normal rates.” 

This would seem to point to the prob- 
ability that Sweden will continue to ap- 
pear in the American market for capital 
to finance her state and municipal require- 
ments. 


pae increased price of 
sugar accounted for 
the large increases in the 
value of the declared ex- 
ports from Cuba to the United States 
during the past year, as compared with 
1919. The total exports and the exports 
of sugar from the various consular dis- 
tricts in that country during 1919 and 
1920 are shown in the table herewith: 

The Cuban Senate, on January 19, 
passed the Torriente Act, providing for 
a gradual liquidation of the moratorium, 
which has been in operation since Oc- 
tober 10. 

Building materials will be in demand 
for the construction of a new hotel in 
Cienfuegos to cost $298,000, and the re- 
construction of the Havana plant of the 
West Indies Oil Refining Company, which 
was recently destroyed by fire. Also elec- 
trical supplies are in active demand in 
Cuba in consequence of the growing use 
of electrical power. The field is especially 
attractive now for small motors suitable 
for medium sized factories. 

According to the Chamber of Com- 
merce Journal of London, sugar barrels 
are needed at port warehouses, and two 
modern docks w‘th warehouses will be 
erected vexy soon at Cienfuegos. 

The Colorados Cane Corporation has 


CUBA 
IN 1920 


15 days after arrival at that port with- 
out extra charge. An additional charge 
of 4% is made by some companies which 
write insurance for an indefinite period. 

Mining activities were comparatively 
slow during 1920 by reason of the ab- 
normal price of sugar. A large part of 
Cuban capital, if not nearly all of it, is 
engaged in the sugar business. The Mata- 
hambre copper mine was the only ex- 
porter in 1920, and its shipments were 
curtailed to 8,000 tons in the first six 
months, In the last half of the year con 
ditions improved considerably and the 
mine is now shipping at the rate of 3,000 
tons a month. Manganese is being worked 
only by one mire. No chrome has been 
exported and the gold mines are shut 
down. 

According to a statement from C, B 
Hurst, Consul General at Havana, a cir- 
cular has been issued by the Cuban 
Treasury Department stating that an in- 
ternal revenue stamp for the total value 
of the invoice must be placed on each 
sheet of every consular invoice that is 
presented for clearance of -goods in Cuban 
custom houses. 

Consul General Hurst states that the 
congestion at Havana is being consider- 
ably relieved by the energetic action of 
Col. Manuel Despaigne, the newly 
appointed supervisor of the port. The 
wharves are being cleared of accu- 
mulated merchandise by moving it by 
trucks to spaces acquired by the govern- 
ment for use as temporary warehouses. 
The clearance of goods currently received 
is facilitated by permitting partial dis- 
patch, clearance with guaranty rather than 
payment of custom duties, and by other 
means. 

A great difficulty arises from the dis- 
posal of merchandise refused by the con- 








CUBA’S SUGAR PRODUCTION FOR 1919 AND 1920 
1919 





Pounds. 


Value. 


$78,499,816 
2,506,106 


Pounds, 
585,108,839 


Value. ' 


$37,345,087 
1,478,444 





$38,823,531 $81,005,922 





$39,470,078 


$85,172,742 
1,527,108 


1,528,278 





$36,701,015 $40,997,186 





$44,798,841 
‘70,086 


84,782 





$22,593,861 $44,868,907 





$25,107,844 
268,083 


$50,480,446 
454,654 





$25,375,927 $50,875,100 


























been organized with a capitalization of 
$5,000,000, for the production of cane and 
the operation of mills in the Holguin dis- 
trict of the Province of Oriente. The 
Bank of Oriente has also been formed 
by the same promoters with a capitaliza- 
tion of $500,000. A new 125-mile rail- 
road will be constructed to Port Aranjo 
to serve sugar and mining interests in 
the Baoma section of the Province of 
Oriente. 

According to the Standard Daily Trade 
\Service, nearly all marine companies ac- 
cepting Havana business limit liability to 


signee and not removed by the shipper. 
lf no action is taken by the consignee, 
the goods will be removed to government 
storage and held for about 10, days, after 
which it will be auctioned off, probably 
at a low price. In considering this con- 
dition, American shippers must realize that 
no matter where the responsibility lies, 
they are apt to be put to great loss un- 
less they can make prompt adjustment. 
Firms should have local agents having 
a thorough knowledge of the conditions, 
coupled with sufficient local standing and 
influence to secure prompt action. 
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Will Most Help Business? 


At the Request of The Magazine of Wall Street the Presidents of Four of the Largest 
Corporations in the Country Have Set Down Their Views of the Present Business 


Situation. 


Their Statements Seem Especially Timely Now with a New 


Administration Undertaking the Task of “Straightening Out” the 
Country’s Affairs. 


‘(Less Government in Business’’—Louis F. Swift, President, Swift Company 


What will most help business at the 
present time is a general realization and 
acceptance on the part of the public of 
two fundamental economic facts: 

First: That the period of business 
readjustment will not be complete until 
prices to consumer and costs of pro- 
duction ‘have fallen to correspond in a 
measure with the fall that has taken 
place in wholesale prices and the prices 
of raw materials. The merchant who 
refuses to sell his stocks on the basis 
of their replacement values and to take 
his losses, if this produces such, is only 
helping to prolong the period of busi- 
ness depression. The competition of 
more alert dealers will probably force 
him to this in the long run and the 
loss of his customers as well. 

The second fact, which needs more gen- 
eral recognition if we would hasten the 
period of readjustment, is the need for 
more business in government and less 


government in business. During the war, 
business men gladly acceded to the de- 
mands made upon them in the nature of 
price regulation and interference with 
their private business in order to make 
more effective the country’s efforis in 
winning the war. It is probable that 
much of this regulation was necessary at 
the time, but it was not expected that 
government regulation would persist when 
the war was over, and, as was said by 
President Wilson on January 3, 1921: 

“There should be less government in- 
terference with business. I have sympa- 
thized with this view and believe that it 
is applicable to foreign trade as well as 
to domestic business. I am of the opin- 
ion that now, more than two years after 
the Armistice, the nation should resume 
its usual business methods and return to its 
reliance on the initiative, intelligence and 
ability of its business leaders and finan- 
cial institutions.” 


In this period of readjustment and un- 
certainty, there is needed an assurance 
that governmental interference will be re- 
laxed. There is evidence of a tendency 
toward further federal regulation in the 
pending packer legislation, which would 
give power to federal authorities to con- 
trol this and kindred industries, such as 
stock yards, live stock commission men, 
traders, and even to the extent of manu- 
facturers of leather products, of woolen 
goods, of bone specialties, glue, soap, hair 
products, etc., notwithstanding the fact 
that no violation of any federal law has 
been found. If this industry is to be 
subject to the exactions and regulations 
imposed by political officials, it is not 
unlikely that other private business will 
sooner or later be included. 

This long step in the direction of 
bureaucracy is the one thing that the 
country needs least of all at the present 
time. The sooner we return to policies 
whereby natural economic forces will be 
given free play, the sooner business will 
be able to readjust itself to a pre-war 
basis. 


“Abolish Excessive Income Taxes’’—Frank S. Turnbull, President, Rogers, Peet 


Industry can be helped today by a re- 
duction or abolition of the excessive in- 
come tax on business. It is a millstone 
about the neck of industry. Under the 
present excessive taxation, industry is un- 
able to build up a surplus, extra capital 
that is vital and necessary to do business 
under present conditions. Furthermore, 
the excess profits tax is a direct invasion 
of the fund that employs labor. 

Business may take a lesson for future 
conduct from the experience of the last 
six months. Many of the difficulties in to- 
day’s business may be traced to cancella- 
tions and repudiation of contracts, push- 
ing your troubles on the other fellow. 
Business men who in normal times were 
strict in the observance of the ethics of 
business were found trying to justify a 
weak and false position by saying that 
the conditions were unprecedented— 
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therefore contracts did not hold. 

The open shop should be the slogan of 
every employer of labor. This is the only 
means that will prevent the domination 
of radical unionism and obviate the un- 
warranted, unnecessary strikes with their 
resultant loss to labor in wages and in- 
creased costs to the consumer. 

To hasten normal conditions every mer- 
chant and manufacturer should sell his 
goods at present replacement values— 
take their loss on the merchandise that 
may have cost them more, absorb their 
loss and not attempt to pass it along to 
the buying public who for several years 
have paid good round prices for mer- 
chandise, giving handsome profits to mer- 
chants, and are now entitled to the first 
benefits of a falling market. 

Another help would be a carefully con- 
structed tariff law, not-a stop-gap meas- 


ure—one that has the consideration of 
the best brains 6f the country before it is 
passed by Congress. Preparation for 
such a measure ought not to depend en- 
tirely on statisticians or professors ot 
economics for data and facts. There may 
be powerful factors that cold figures do 
not show. Congress could profitably in- 
vite to serve on a Board that would pre- 
sent information for Congress to base its 
tariff upon some manufacturers and some 
merchants who are familiar with the arti- 
cles that it contemplates taxing. It would 
be only fair to industry—they are reason- 
able beings. And why put them everlast- 
ingly on the defensive when they might 
sit in and give Congress the benefit of 
their knowledge and experience in pre- 
senting data for their consideration? 

There is a fine distinction between pro- 
tection and revenue—we need both. Tf 
it leans too far one way, we will fail on 
the other. 
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“Prices Must Be Reduced Slowly”—Fred Mason, 


While attending the Southern Whole- 
sale Grocers’ convention, at St. Louis, last 
May, I listened to an address by a prom- 
inent banker of that city, who is at the 
head of the Federal Reserve Board of the 
St. Louis district. He made a statement 
that I have since watched and followed 
closely, stating that while we were at the 
peak so far as prices were concerned, he 
wanted to sound the alarm against a too 
sudden drop in the readjustment of same, 
for the welfare of all. 

It seems to me that there has been 
altogether too much publicity about pre- 
war prices, and I sometimes wonder if 
the very ones who have said the most on 
this subject would not, after all, suffer 
the most if moderation were not used in 
any attempt to force too suddenly pre- 
war prices and consequent lower wages. 

In 1914, here at Niagara Falls, we had 
to raise funds from manufacturers, bank- 
ers and individuals, which, together with 
funds available in the poor department 
of our city and in the Salvation Army, 
were used to take care of people in our 
city, who had been accustomed to earning 
good money. Factories closed and many 
families would have cold and 
hungry without the action above referred 
to. Wheat was then worth 98%c. per 
bushel; bread, 5c. a loaf; potatoes, 50c. a 
bushel; butter, 35c. a pound; eggs, 25c. 
to 35c. a dozen. Does the farmer want 
to go back to 90c. wheat when the seed 
that he is planting cost him $2.50 per 
bushel? A farm laborer previous to the 
war was receiving $20 a month and his 
board. The common laborer in factories 
was receiving 20c. per hour. He is now 
receiving 60c. per hour. Skilled labor has 
advanced since 1914 over 100%, and rail- 
road labor has advanced enormously. 

If prices are reduced to a point as low 
as before the war, who is going to pay 
the increased freight rates necessary to 
provide for the increased wages for the 
railroad people? Until freight rates are 
reduced there can be no reduction in the 
price of commodities so carried without 
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reducing the wages. If we go back to 
1914 prices, which will carry with them 
reduced wages and consequent reduced 
earnings, who is going to pay the $4,000,- 
000,000 necessary to run the Government 
of the United States? Where is it com- 
ing from? It seems to me that these mat- 
ters must all be taken into consideration. 

While it may be true that some com- 
modities have advanced more in propor- 
tion than wages, salaries and incomes, still 
I do not believe they consist of the neces- 
sities of life, and I know they do not con- 
sist of nationally advertised grocery 
specialties because of the cost of national 
acvertising and the great amount of money 
expended in the distribution of these 
products. 

Therefore, the specialty manufacturer is 
more anxious even than the consumer to 
keep the price of his product to a mini- 
mum—not for philanthropic purposes, but 
that a large volume of sales may result 
from the great amount of money that has 
been expended to create a demand for 
his product. In fact, many of the larger 
manufacturers have taken much less profit 
and have cut down even on their adver- 
tising and promotional work, rather than 
raise their price to a point that would 
affect the sale of their product. There- 
fore, there has not been anywhere near 
the increase made in the price of grocery 
specialties necessary to cover government 
tax, state tax, municipal tax, labor, 
freight, and all kinds of raw materials. 
We are confronted today with an in- 
crease in advertising rates in our news- 
papers of over 100%. 

It will be seen, therefore, that it will 
be a physical impossibility to reduce 
prices to a level of a pre-war stand- 
ard. They must be reduced in modera- 
tion and in harmony with reductions 
that come in the cost of raw materials, 
government, state and local taxes, ad- 
vertising rates, freights, and with it all 
(which I hope will be the last), reduc- 
tion of wages for labor. 

I think the sooner the wholesale grocer 
resumes the purchase of his regular re- 
quirements without expecting the manu- 
facturer to carry all the burden in pro- 
tecting him against a price decline, the 
better. I think the sooner the retail grocer 


President, The Shredded 


resumes the purchase of his regular re- 
quirements on nationally advertised goods, 
which give him a quick turnover, and re- 
duces his price in harmony with any made 
by the manufacturer, the sooner it will 
all work out smoothly, nicely and in an 
orderly way, and the profit of both the 
wholesaler and retailer will show much 
better by following this line than by hold- 
ing back and insisting upon somebody in- 
suring him against decline in price 
Surely, the manufacturer is not inclined, 
or anxious, to load up his distributor and 
then make an unreasonable drop in the 
price. . 

It does not seem to us that prices could 
go very much lower until there is a change 
in the fixed charges that I have enumer- 
ated, and which cannot be borne alone by 
the producer or manufacturer, the whole- 
saler or the retailer, but must be jointly 
assumed by each one taking his rightful 
place in the channels of distribution. They 
will have more by supplying the demand 
created and will get more profit on the 
turnover than by trying to get some one 
else to hold the umbrella, because while 
the one fellow is waiting for a decline, the 
live distributor is getting the business. 

Therefore, let us go about this read- 
justment in a business-like, orderly and 
sane way. I have the faith in the Ameri- 
can people—and the American people, I 
believe, have the faith in the American 
business man—that each will meet his 
duty in a fair and square manner to all. 
A careful analysis will show that it is not 
the increased cost of necessary household 
expense that has entirely absorbed the 
great increase paid to labor as against 
that paid in 1914. For instance, just 
watch the enormous increase in the vol- 
ume of gasoline sold today as against 
1914—and the price has gone from llc. 
a gallon to 35c. The price of the theatre 
has advanced very materially. While in 
New York during the holidays, wanting 
to see my favorite comedian, Fred Stone, 
in his new show, I found that the house 
was sold out for six weeks in advance, 
and the price of tickets was as high as 
$8.00 per seat. 

Therefore, I am inclined to the opin- 
ion that when people get ready to econ- 
‘omize in luxuries they will find no hard- 
ship in meeting the necessary expense to 
feed and educate their children, and also 
put more money in the savings bank than 
they could if prices should decline to the 
1914 standard, with consequent lower 
wages, which of necessity must follow. 


“Increase Efficiency and Individual Effort” —H. B. French, President, Smith, Kline 
& French Co. 


We are at present busy in deflating sell- 
ing prices and in reducing the cost of pro- 
duction. The cost of production must be 
decreased by increased efficiency and re- 
duction in the cost of labor proportionate 
to the reduction in living costs. Deflation 
in selling prices is assisted by lessened 
purchasing power on the part of the com- 


munity and by the high cost of capital 
due to the constant demand for it for re- 
placement throughout the world. 

The cost of production and selling 
prices will be assisted by stopping specu- 
lation. The present world situation can 
be solved only by the practice of economy 
and through the increased effort of all 
individuals composing the working com- 
munity. History shows that recuperation 


will be accelerated by the growth of the 
moral fiber in communities resulting from 
the pressure of economic conditions. 

Our own country, while much more 
happily situated than any other country 
in the world, must bear its share of the 
sacrifices necessary to make conditions 
normal, and we hope will share in that 
moral growth that comes from increased 
application and self-sacrifice. 
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Conditions Ease Up in Pacific Northwest 


Has About Run Its Course — General Situation Satisfactory 


Survey Shows That Reaction 


\ so far as Oregon, Washington, North- 
| ern California, Idaho and Western Mon- 

tana are concerned, conditions are on the 
rebound. Following a sharp period of de- 
pression, although business is by no 
means normal, the basic lines of endeavor 
are showing renewed activity in the Pacific 
Northwestern states and the general situ- 
ation is extremely satisfactory as com- 
pared with canditions in the 


and a disposition to meet with the em- 
ployer and assume jointly the burdens of 
deflation. 

There have been decreases in wages in 
both the manufacturing and agricultural 
centers. 


Merchants’ Bank Loans Reduced 
Merchants, we find, have reduced stocks 


ness and producers; the general spirit of 
“go-ahead” is beginning to make itself 
strongly felt. The survey made of the 
agricultural and livestock producing dis- 
tricts of the middle West and a portion 
of the Southwest indicates that the Pacific 
Northwestern states are in better condi- 
tion than their neighbors. Throughout 
the middle West, however, reports to the 
Lumbermen’s Trust Company 
from scores of banks show that 





Middle West and the South. 


Depression Actually Passed 


The period of depression 
can be considered as actually 
past. Business is looking for- 
ward with optimism, based or: 
the generally sound conditions 
which prevail in the states oi 
Oregon, Washington, Idaho, 
Western Montana and North- 
ern California. 

The falling commodity prices 
have not affected bank deposits 
to any material extent except 
in Eastern Oregon and Wash- 
ington. Reports from these 
districts indicate a spotty con- 
dition, as banks report losses 
as high as 50% in deposits, 
while others have gained as 
much as 30% in deposits. 
These, however, are excep- 
tions rather than the rule. 

It is apparent that there 


bor. 





An Exhaustive Investigation 


HE accompanying review was prepared for 
The Magazine of Wall Street from a survey 
just completed by the Lumbermen’s Trust 

Co. of Portland, Ore. In addition to information 
supplied by more than 400 banks throughout 
the Pacific Northwest, the Lumbermen’s Trust 
Company sent one of its officers out through 
the various regions on a personal investigation. 
Every manufacturing, agricultural and timber 
section of importance was visited and the data 
secured by the bank direct confirmed fully the 
written reports that it received from other fi- 
nancial institutions in reply to its questionnaire. 
The bank investigated conditions affecting 
crops, livestock, manufacturing, retail business, 
bank loans, investments, bank deposits and la- 
From the tabulated data its general sum- 
mary was drawn. 


the situation is improving rapid- 
ly and that the losses sustained 
by business and agriculture will 
not prove as heavy as has been 
believed. During the last few 
weeks there has been a marked 
movement of farm products. 
This has materially reduced the 
very heavy supplies that the 
farmers held throughout the 
Winter. 





FARMERS’ MARKETING 
PLAN 

The American Farm Bureau 
Federation has issued a state- 
ment giving the details of the 
gtain-marketing plan based on 
the incorporation of a grain 
growers’ co-operative National 
Sales Agency, which it was 
voted to recommend to the 
farmers of America by the 
Farmers’ Grain Marketing Com- 








never has been so large a per- 
centage of farm products held 
by the producers at this season of the 
year. The repdrts show a few districts 
where farmers are holding as high as 
80% of their crops. Wheat overshadows 
everything else in the amount held, and 
this is the all-influencing factor in shap- 
ing conditions in the wheat-growi:g sec- 
tions. 

One big bank in the interior in reply- 
ing to the Lumbermen’s questions, sums 
up the situation thus: “Wheat holding un- 
precedented, but we anticipate no difficulty 
in financing all legitimate and essential 
demands.” 


Livestock Industry Not So Badly Off 


The livestock industry, including wool 
production, has been hit by market condi- 
tions. Reports from the sections where it 
is a big factor, however, it is gratifying 
to note, contradict the recent alarming 
stories regarding the future of the indus- 
try. Failures in fact have been few, and 
possible ones are largely discounted. An 
almost unanimous belief prevails that the 
sale of products at present prices would 
result in losses, not so much in actual 
money as in so-called “paper profits.” 

Although it was found that many of the 
manufacturing plants are running on half 
time or are closed, there is only a small 
percentage of unemployment—much less, 
indeed, than generally supposed. Outside 
the large cities where men in numbers un- 
doubtedly have drifted, unemployment 
problem is of but little consequence. All 
points, however, report ample labor sup- 
plies, also an ircreased efficiency of labor 
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and also reduced their bank loans materi- 
ally. This applies even in the single crop 
regions where merchants and banks alike 
carry the farmer through the year. Mer- 
chandise on hand apparently is less than 
normal requirements. This situation indi- 
cates that retailers for the most part have 
already taken their losses and now are 
ready for resumption of profitable business 
at the new low level. 

The banks of the Northwest are in very 
good condition and have gone through 
the readjustment period splendidly so far. 
A noticeable contrast between the basic 
business conditions East and West of the 
Cascades is shown. West of the Cascades, 
68% of the banks report higher deposits 
than a year ago. East of the mountains, 
80% report decreases. The same percent- 
age practically applies to loans. Most of 
the banks state that they have taken care 
of all legitimate needs in their respective 
districts and report also an easing up of 
demands for loans. 


Banks Carrying Land Loans 


There has been a heavy liquidation of 
land mortgage indebtedness during the 
last few years and the banks are undoubt- 
edly carrying loans now that should be 
carried on the lands. Many bankers ex- 
pect to start the year’s farming operations 
with some hold-over debts, but they will 
not be so large as at first thought likely. 

To summarize: conditions are generally 
easier, the banks and business and agri- 
cultural interests are optimistic; losses 
have been taken philosophically by busi- 


mittee of Seventeen at its re- 
cent meeting. 

“It is contemplated that the National 
Sales Agency will control, through own- 
ership of the voting stock, the following: 

“A. Terminal Agencies—Branch sales 
offices will be provided at important grain 
markets to handle the grain for each nat- 
ural grain district, ° 

“B. Warehouse Corporation—In con- 
nection with the branch sales offices, it will 
be necessary to provide Government-li- 
censed warehouses, from which ware- 
house receipts will be issued and used as 
a basis of credit. 


“C. Finance Corporation—A finance 
corporation is contemplated in order to 
provide adequate farmer-controlled credit 
facilities whereby country elevators may 
properly finance the moving of the crop 
in an orderly fashion. 

“D. Export Corporation—The farmer- 
controlled export corporation will provide 
proper facilities for marketing the export- 
able surplus of grain. ; 

“E. Service Departments.—The  serv- 
ice departments are designed to furnish 
accurate information on local, regional, 
national and worldwide conditions which 
affect the grain trade. 

“The membership subscriptions of the 
growers will provide the National Sales 
Agency with the initial working capital 
necessary for the acquisition of facilities 
for the immediate handling of grain on 
consignment. Later the running ex- 
penses of the National Sales Agency will 
be secured by assessing a handling charge 
on the grain marketed through its offices.” 
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Insurance Companies’ Investment Selections 
Many High-Grade Securities Now Available at Substantially Below Prices Paid 


EDITOR’S NOTE.—Because of the 
low prices at which most of the securi- 
ties are now selling, this analysis has 

‘practical value for every investor. 
Bonds and notes, for which anywhere 
from 10 to 40 of our leading insurance 
companies paid in 1919 considerably 
higher prices than those now prevailing, 
should be worthy of careful examina- 
tion. 

This is especially true because, as 
everyone knows, the decline in prices 
has, in nearly every case, been due to 
general conditions rather than to any 
inherent weakness in the company it- 
self. In fact, these important insurance 
companies naturally used the best judg- 
ment of the best men they could em- 
ploy, to avoid buying the securities of 
any company which had or was likely 
to develop any inherent weakness. 

The compilation of this table has in- 
volved an immense amount of labor and 
prolonged searching of the records, but 
it has resulted in a table of securities 
each of which was in 1919 undoubtedly 
combed over and turned inside out by 
the insurance companies’ investment 
experts. Details of their 1920 invest- 
ments are not yet available. 


HE most important purchases of in- 
surance companies center in the bond 
field. In a previous discussion, the 

favorite stock issues were shown, but due 
to fluctuations in this latter type of invest- 


By C. L. JAMES 


ment and due to regulations prohibiting 
such purchases by law in the case of cer- 
tain kinds of insurance companies, the 
bonds bought greatly exceed the stocks. 





N EXAMINING the figures in 
this bond table and in the pre- 
vious list of “stocks” purchased 

by insurance companies, the reader 
should realize that the purchases of 
many insurance companies, such as 
the life insurance concerns, etc., are 
regulated by law, and consequently 
the issues shown have been compiled 
only from those corporations which 
are permitted to invest therein. The 
column headed “Number of Insur- 
ance Cos. Purchasing Securities” 
gives the actual number out of the 
350-odd concerns examined, which 
have purchased the given issue. 











Rail Bonds Favored 


Railroad bonds have been the favorite 
type desired, and the acquisition, especially 
in certain of these issues, reached a large 
total. The heaviest transactions in the 
long-term railroad bonds were in Pennsyl- 
vania General 5s 1968 and in Northern Pa- 
cific Prior Lien 4s 1997, in the order 
named. The Pennsylvania has long been 


a favorite, and its liberal policy of main- 
tenance and its conservative management 
have placed this road’s securities in the 
front rank as investments. 

The most important short-term railroad 
issue is the New York Central Equipment 
Trust 4%4s. Equipment trust issues are 
unusually strong, since they are not only 
first lien on the equipment so purchased 
but are guaranteed under lease by the 
road. The payment of this fee, which 
is sufficient to meet both interest charges 
and amounts sufficient to redeem the bonds 
serially, is usually deductible out of gross 
earnings as an expense, before other bond 
interest. The history of equipment trusts 
is unique in the absence of noteworthy de- 
falcations, and their security in reorganiza- 
tion is usually better than the first mort- 
gage on the railroad’s general property 


Public Utilities Next Preference 


The next largest field of investment 
which receives the funds of insurance com- 
panies is the public utility field. In this 
group the favorite long-term bond shown 
is the Duquesne Light Co. Ist & Col. Trust 
6s due 1949. This company is a subsidiary 
of the Philadelphia company, and owns 
in fee or controls through long-term 
leases or stock ownership, various prop- 
erties which conduct the entire central sta- 
tion electric light and power business in 
the city of Pittsburgh and throughout the 
major portion of Allegheny and‘ Beaver 
counties. The completion of the new con- 








Name of Issue 
Industrials, etc. 
Amer. Smelt. & Ref, Ist 5s, 1947.... 
Amer, Tobacco 7% Notes, 1921-23... 
Anaconda 6s, 1929 
Lig. & Myers 6% Notes, 1921 
Reynolds Tob, Co. 6% Notes, 1922.. 
Swift & Co. 6% Notes, 1921 
U. 8. Rubber Ist and Rfd, 5s, 1947.. 
U. S&S. Steel 5s, 1963, 5. F 


Public Utilities. 


Amer. Tel. & Tel, €s, 1922 

Amer, Tel, & Tel, @s, 1924 

Amer, Tel. & Tel, Conv. 6s, 1925... 

ome Light Co. Ist and Col, Tr. 
8, 

Edison Elec, (Boston) 

New York Tel. Deb. 6 


Pub, Service Conv. 7% N, 


Railroads, 


Atchison Gen. 4s, 1995 
Atl, Coast Line Ist Cons. 4s, 1952.. 


Pennsy. Gen. 5s, 1968 
Reading Co. Equip. Tr. 4%4%, 1919-27 
Reading, Phila. & Read. 0, & I. 





‘Securities 


A LIST OF THE MOST IMPORTANT BONDS AND NOTES PURCHASED BY INSURANCE COMPANIES IN 1919. 
Avg. Cost Yield Based on Recent Sale 


Total Cost to to Companies Avg. Cost to 
% of par Companies 


Total 
Par Value 


of Securities Companies 
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struction contemplated by the Duquesne 
Light Company will surround Pittsburgh 
and vicinity with the most complete and 
most gigantic electrical supply system ever 
constructed by man. Its future earnings 
should be very large, and the high load 
factor, the nearness to its fuel supplies 
and the admirable location of the plants, 
should give possibilities not now dreamed 








main- 
yement 
in the 






of. 

The favorite short-term issues of the 
public utility group are the American Tele 
phone & Telegraph 6s 1922 and 1924. The 
uniformly excellent earnings of this cor- 
poration are made possible by its extensive 
operations. No local public utility has 
unvarying good fortune; but with a utility 
of national scope, such as the American 
Tel. & Tel., occasional local variations in 
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this EARLY 30 pages of Comptroller 
10wn Williams’ annual report are devoted 
Trust tod the rates of interest charged on 
liary call loans at New York. His presenta- 
wns tion of the subject is not free from bias 
term and he greatly exaggerates its importance. 
rop- But he raises some points which the banks 
sta- have been bothered to clear up fully, and 
s in he opens up a subject which is of con- 
the siderable interest to investors and de- 
aver serves to be thoroughly aired with a view 
con- to possible improved methods of handling. 
Mr. Williams first criticized the banks 
— for charging 15% or more on call loans 






when they were themselves being “liberally 
accommodated with millions of dollars by 
the Federal Reserve banks at average rates 
of considerably less than 6%.” 

In a later statement he estimated that 
New York City banks’ demand loans were 
about $500,000,000; time loans $2,205,000,- 
000; and loans placed for correspondent 
banks $635,000,000—a total of about $3,- 
340,000,000. 

After further investigation he stated 
that over $1,100,000,000 had been loaned on 
42 different days at rates of 15% to 30%. 
This was, of course, the aggregate 2f 
numerous daily loans. But, if we assume 
that his figures of $3,340,000,000 represent 
the average outstanding, we would have 
to multiply by, say, 300 business days in 
a year, to arrive at the proportion of loans 
in a year made at these high rates. The 
product would be 1,002 billion dollars, of 
which sum the amount loaned at 15% or 
over would be a trifle over one-tenth of 
one per cent. And this occurred in a year 
of greater sustained strain on credit ac- 
commodations than any other for half a 
century. 

The average burden, then, of these high 
rates upon the great body of borrowers 
would not be very severe. But there is 
no reason why any borrower should bear 
an unjust burden. So, regardless of the 
extent of the alleged evil, it is worth while 
to give the subject an impartial examina- 
tion, 
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conditions hardly have any effect either 
on the services or the revenues as a whole. 
Not only does the telephone business grow 
steadily over a period of years, but even 
in times of business depression it does not 
suffer any substantial retardation in its 
normal expansion, This is an element of 
security which enables the telephone busi- 
ness to be carried on with a lower margin 
of surplus earnings than would be safe in 
general industrial undertakings, and the 
securities of this organization rank high. 


Short-Term Industrial Bonds 


Among the industrial group the short- 
term issues seem to constitute the favorite 
purchases. The Reynolds Tobacco Co. 
6% Notes 1922 and the Anaconda 6s 1929 
take thé lead in the order named. The 





By G. C. SELDEN 


Some Irregularities 
On inquiry of the banks Mr. Williams 
found that they did not discriminate be- 
tween different brokers in the matter of 
Street loans, but the call loan rate de- 
pended upon demand and supply of funds, 
and most*of the banks stated that changes 
in it were made simultaneously to all bor- 
rowers of that class. He found that the 
call money renewal rate from day to day 
was fixed by consultation among “four to 
eight or more” brokers “more actively en- 
gaged as mediums through which the 
banks loan their funds on the exchange,” 
but that this renewal rate was not binding 
upon any one but was merely an expres- 
sion of the opinion of those consulting. 

He thereupon released to the newspapers 
another blast to the effect that “unjustifi- 
able interest” was exacted on demand 
loans, that renewal rates were “fixed daily 
by a small coterie of Stock Exchange 
brokers,” that “the evils and dangers of 
such methods” reached “to the remotest 
corners of the Union and its possessions” 
and touched “harmfully every class of 
people.” Which is mostly nonsense. 

On the other hand, when Mr. Williams 
says that “These exorbitant rates have no 
parallel in any other civilized country,” he 
is correct. Moreover, after a good deal of 
correspondence he got one of the banks to 
admit that “our renewal rate may or may 
not follow the street renewal.” While the 
bank was entirely within its rights in this 
practice, the reason for it is not clear. 
This is, however, a relatively unimportant 
matter, and is chiefly interesting as reflect- 
ing the lack of uniformity and system in 
the establishment of call loan rates. 


Result of War Conditions 


War always brings high prices for all 
sorts of things, and the sellers of all those 
things necessarily make big profits. As a 
result of the war steel sold at twice its 
normal price, copper three times, sugar 
more than five times, etc. War wages were 
in some cases ten or more times what peace 





only large purchase of long-term issues in 
this group is the U. S. Steel Sinking Fund 
5s due 1963. This issue sells on a very 
low-yield basis due probably as much to 
the sinking fund provision as to the 
strength of the corporation and the assets 
behind the bond. 

‘For the average investor who desires 
safety, marketability and a reasonably high 
yield, the public utility group offers the 
best opportunities. It is noticeable that the 
heavy purchases by insurance companies 
in this utility field have centered in the 
wire companies and in the power com- 
panies; and these concerns have shown by 
their subsequent operating ability and their 
excellent earning power, that the invest- 
ment of funds in their securities has been 
more than justified. 








Comptroller Williams on Call Loans 


His Annual Report Contains an Ex Parte Argument—There Is, However, Need of a Better 
System in Lending Money on Stock Exchange Collateral 





wages had been for the same kind of 
work, 

In just the same way, interest rates rose ; 
but because of Government contro] dur- 
ing the war, most of this rise was post- 
poned until afterward. Even now the pre- 
vailing rate on good commercial paper at 
New York is 8%; and there can be no 
question that this rate is a true reflection 
of supply and demand conditions, and does 
not represent profiteering on the part of 
the banks. 

The Government itself has had to pay 
6% for money, which is about double the 
normal rate on United States loans. Cor- 
porations of the highest credit have had to 
pay 74% or 8% or even more. 

The natural result has been that banks, 
which are primarily merchants in credit, 
have had an opportunity to make large 
profits, just as wood, cotton, steel and other 
merchants made large profits in the war. 
Banks are in business to make money and 
they have sold credit at its market value, 
except in cases where they believed it to 
their permanent interest to accommodate 
their regular customers at easier rates. 

There is no reason why any more philan- 
thropy should be expected of bankers than 
of other business men. There is no reason 
why they should show any more gen- 
erosity toward other business men than 
other business men show toward them. 
In social life the business man may and 
often does act differently; but in business 
his rule has to be the same as Sis Hop- 
kins’: “I don’t never do nothin’ for no- 
body what don’t never do nothin’ for me.” 
Business has to be an exchange. Lib- 
erality in business pays in the end—but if 
it pays it isn’t generosity. 

Banks, as a rule, believe it to be to their 
permanent interest to adopt a policy of en- 
lightened liberality. They are pseudo- 
public institutions, and it pays them to 
have regard for the public welfare in the 
handling of their business. But they do 
this, not from motives of philanthropy but 
as a farsighted business policy. 
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It is desirable to repeat the above 
truisms because so many persons seem to 
think a bank is dishonest when it sells its 
merchandise—credit—at the market price, 
when that price happens to be higher than 
usual. Our usury laws are an illustration 
of the prevalence of that feeling. 

These usury laws are, as everybody 
knows, a joke. Call money is excepted 
from them; but even as regards other 
loans, the law is almost without effect. 
The banker says: 

“Yes, we can lend you $10,000 at 6% 
interest.” 

The business man, knowing that money 
is worth 8%, begins to express his thanks. 

“But,” pursues the banker, “we shall 
expect you to maintain a balance with us 
of at least 25% of the loan.” 

So the business man pays $600 a year 
for a net loan of $7,500, or at the. actual 
rate of 8%. 

The law can never be successful, for 
any length of time, in compelling people 
to sell things for less than their market 
worth. 

What Is Call Money Worth? 

The fact that the market worth of call 
money may be very high is illustrated by 
the fact that borrowers have, in times of 
panic, sometimes paid as much as 1,000% 
for it. They would not have paid that if 
the money had not been worth the price— 
to them. In such times, borrowing a small 
amount of call money at a ridiculously 
high rate may save a man from bank- 
ruptcy. If so, it may be worth almost any 
price to him. 

Even in times of moderate stringency, 
the borrower may be able, by paying, say, 


25% for call money for a few days, to 
avoid paying 9% for time money. to run 


six months. If after a few days or 2 
week he gets time money for 7%, the in- 
terest he paid for the call money was well 
invested. Undoubtedly the borrower made 
a serious mistake in getting himself into 
a position where he had to pay 25%, even 
temporarily ; but that is his affair. Neither 
law nor philanthropy can prevent people 
from making mistakes or being reckless 
in assuming obligations. 


An Economic Problem 


In the fall of 1919 it was the judgment 
of the (Federal Reserve Board and of 
bankers generally that it would be very 
dangerous to permit Stock Exchange 
prices to go higher on borrowed money. 
Stock Exchange loans were then at a high 
level, not far from $1,700,000,000. How 
were they to be reduced, or prevented 
from going even higher? 

The most practical way to decrease the 
consumption of anything is to raise its 
price. The banks, therefore, raised the 
price of Stock Exchange credit. They 
were, in fact, practically compelled to do 
that in order to cut down their rediscounts 
with the Federal Bank, as they were re- 
quired to do by the Board. 

Time money rates were advanced to 8% 
or 9%, and subsequent events showed very 
clearly that this rate, although high, was 
necessary in order to reduce the quantity 
of loans outstanding. 

Brokers endeavor to provide for their 
more permanent requirements by time 
loans. For needs which may prove to be 
temporary, or in a belief that time money 
may soon be obtained more cheaply, the 


broker resprts to call money. So the call 
money market represents a sort of surplus 
market. On it, in time of stringency, con- 
verge temporary or emergency demands, 
and varying supplies which are largely 
temporary, unexpected, or accidental. 

It is evident, therefore, that wide and 
sudden variations in the demand and sup- 
ply of call money are likely to occur in 
periods of stress; and rates vary accord- 
ingly. 

So in the period of severe strain oc- 
curring in the latter part of 1919 and in 
1920, it was entirely natural that call 
money rates should be very high. And 
the banks had no encouragement to try 
to alleviate this condition because it was 
then considered the first essential for eco- 
nomic safety to cut down these speculative 
loans to the minimum, 

Mr. Williams’ conclusion that rates of 
15% to 30% on call money were not justi- 
fied by the situation is hardly warranted. 
These high rates were the result of an 
over-extended speculative position in the 
market (over-extended compared with con- 
ditions at the time) and it is difficult to 
see how the situation could have been cor- 
rected without very high rates. 

If blame attaches to anybody, it is to 
the Federal Reserve Board, which might 
have checked speculation earlier by raising 
rates and enforcing contraction sooner; 
but it would be unfair to make this criti- 
cism in view of the complications result- 
ing from the war, the necessities of the 
Government and its obligations to bond- 
holders, and the numerous unknown or un- 
certain factors in the business and credit 
situation. The Board had to feel its way 
by experiment. It is easy, afterward, to 
look back and say that-a different policy 
would have been better, but it was not 
easy to foresee a sequence of events which 
was largely new to the financial world. 

Mr. Williams also places undue em- 
phasis on the influence of call money rates 
on commercial money rates. In fact, he 
seems to base his criticism mostly on this 
supposed connection. But the fact was 
that the stringent call money rates, by 
tending to reduce speculative loans, had 
exactly the opposite effect from what he 
alleges. They had an influence toward 
diverting credit from stock market to 
business uses, and therefore, so far as they 
had any effect, it was toward an increased 
supply and lower rates for business loans. 

Methods Imperfect 

It seems clear, however, that there is 
room for considerable improvement in the 
methods by which call money renewal rates 
are fixed. It is quite true that the de- 
mand and supply of call money cannot be 
accurately estimated in advance, but it 
would certainly seem that it might be esti- 
mated more closely than at present, if 
special efforts were made for a better ad- 
justment in times of stringency. 

Closer co-operation between the banks 
and the brokers would undoubtedly 
achieve this result, and it would not be a 
very difficult matter to plan such co-opera- 
tion. The chief trouble is that these 
periods of stringency are rare, and when 
they do come the proper machinery fv 
handling them to the best advantage has 
not been provided in advance. And once 
they are past, everybody forgets them— 
until the next time, which may be several 
years ahead. 


There was a general expectation that 
the Federal Reserve System would do 
away with extreme rates for call money, 
That expectation was based on peace con- 
ditions and not on a world war. But 
even so, we had a maximum rate of 30% 
for call money when we would undoubt- 
edly have had, under the old system, a rate 
of 300% or higher. 

In fact, the old system could not have 
weathered the war at all. It would have 
had to be revised in the midst of the 
conflict. 





EFFECTS OF READJUSTMENT 

NOW BEING FELT 
Federal Reserve Board Sees Prospect of 

Better Business 

The better outlook in business generally 
has been paralleled by a decided improve- 
ment in financial conditions, says the Feb- 
ruary review of the Federal Reserve 
Board. A variety of factors had tended to 
influence the prices of investment securi- 
ties for the worse during the month of De- 
cember, so that price tendencies during the 
past month contrasted sharply with those 
that had been developed in the closing days 
of 1920. There was a decided upward 
movement during January in practically all 
securities. The improvement has, as might 
have been expected, exhibited itself clearly 
in connection with bonds as well as with 
stocks, there having been an advance-in the 
average price of three selected issues of 
Liberty bonds amounting to 2.81 points be- 
tween December 31 and January 29. Other 
bonds of the best grade have naturally 
risen even more pronouncedly than Liberty 
bonds. Coupled with the higher prices of 
investment securities of all classes there 
was at least a temporary tendency to low- 
ered tension in the market, which affected 
not only call funds on the stock exchanges, 
but also the prices charged for time funds, 
for commercial paper, and generally for 
other kinds of obligations. 

This reduction is in part the reflection of 
the more liquid banking condition to which 
reference has already been made, but it is 
also in some measure the result of the re- 
adjustment of business which has set free 
a considerable amount of funds while at 
the same time decreasing the active demand 
for them. In this connection, also, should 
be noted the effect of the lessened activity 
in foreign trade in releasing funds which 
during the recent past have tended to be 
absorbed in sustaining the sale of goods on 
credit to foreign countries. 

Statistics show that while business re- 
verses in 1920 increased sharply in both 
number and liabilities, they have not been 
extreme. Exclusive of banking and other 
fiduciary suspensions, defaults in the 
United States during 1920 numbered 8,881, 
and involved $295,000,000 of indebtedness, 
as against 6,451 failures, involving $113,- 
000,000 during the preceding year. Fail- 
ures in 1919 were, however, the smallest 
for almost 40 years. The percentage of 
all failures to the total firms in business 
is much below the average. It has been a 
matter of congratulation that the year 1920 
closed without commercial embarrassments 
on a larger scale than turned out to be the 
case, notwithstanding that many had be- 
lieved that there was a danger of a con- 
siderable increase in business mortality. 
Recovery of normal conditions in the field 
of prices and better stability will result. 


GOOD 
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The Bond Market 


Price Declines as a Factor in Bond Financing 
Fresh Angle from Which to Analyze the Bond Market—Companies Affected Most by Reduced 


| heme houses have been point- 
ing out continuously in their current 

literature and advertisements the close 
relation between commodity prices and 
bond quotations. They have called at- 
tention to the decline in bond prices 
which resulted from the credit expansion 
and commodity price inflation during the 
period from 1914 to the first months of 
1920. They have prepared numberless charts 
showing how commodity prices and bond 
quotations invariably move counter to each 
other and have emphasized the point that 
the trend ef future bond prices must now 
be definitely upward in response to the 
lower interest rates which must inevitably 
follow the abrupt decline in commodity 
prices experienced during recent months. 
They have stressed the necessity of in- 
vestors taking immediate advantage of this 
opportunity to place their funds in long- 
term interest bearing securities if they de- 
sire to derive full advantage from the 
anticipated advance. 

There has been little comment, how- 
ever, as to the effect of this unprece- 
dented fall in commodity prices on the 
bond market itself, particularly as re- 
gards the various kinds and types of 
securities it has been found necessary 
to issue to attract the investor’s funds, 
and as regards the classes of corpora- 
tions which have been forced to resort 
to the bond market to obtain the funds 
necessary for working capital and ex- 
pansion. 

During the past two or three weeks 
many of our largest industrial corpora- 
tions have made public their financial 
statements covering their operations for 
the 1920 year. The outstanding feature 
of these reports possibly has been the 
drastic write-offs in inventories and the 
marked depletion of working capital. 
These factors were most noticeable in the 
case of the leather companies, the mail 
order houses, the tire concerns, the fer- 
tilizer companies, and similar industries 
requiring huge inventories to conduct their 
business. Bearing these facts in mind, 
let us see if any of these concerns made 
use of the bond market to tide them over. 


Fertilizer Financing 


Let us glance first at the fertilizer issues 
which were unusually heavy hit by the 
unsettled conditions of last year. These 
companies were not only adversely affected 
by a tremendous shrinkage in inventory 
values, but their financial position was 
also considerably weakened, due to the 
fact that their biggest customers, the 
farmers, were unable to meet their bills 
for fertilizer. As a consequence, these 
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Commodities 
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concerns toward the close of last year 
found their working capital sadly depleted, 
and as this character of business requires 
a large working capital, many of these 
companies were forced to do heavy 
financing. 

The first of these concerns to resort to 
the bond market was the Virginia-Caro- 
lina Chemical Company, which during last 
October sold to bankers a 714% issue of 
12-year sinking fund debentures. These 
bonds were sold to the public at a price 
of 96.25, at which figure the yield was 
approximately 8%. They are well pro- 
tected from the standpoint of assets, have 
a large earning power behind them, and 
are entitled to a good investment rating. 

Another large fertilizer concern which 
was placed in a similar position was the 
American Agricultural Chemical Com- 
pany. In the latter part of January they 
brought out an issue of 742% first re- 
funding mortgage sinking fund bonds, 
which were offered to the public on a 
yield basis of 734%. This financing was 
also a reflection of the decline in com- 
modity prices as applied to farmers. Al- 
though the bonds were offered to the ex- 
tent of $30,000,000, they were readily 
absorbed by investors. 

Since the issue was brought out there 
has been a pronounced decline in the price 
of the common shares of the company, 
and at this writing there is some uncer- 
tainty as to the company’s ability to 
maintain the present dividend on these 
shares. 


Mail Order Houses Also Affected 


Mail order houses were. prominent 
among those concerns which were affected 
by the lower commodity prices and the 
decreased purchasing power of the farm- 
ing communities. The success Of such a 
business depends largely upon a big turn- 
over and a rapid movement of merchan- 
dise. When these do not materialize, 
earnings suffer. Such was the case last 
year when practically all these companies 
reported greatly reduced earnings. 

A reflection of this situation is had in 
the offering last October by the Sears, 
Roebuck Company of $50,000,000 serial 
7% notes. While Sears-Roebuck for ten 
years previous to 1920 had been able to 
show a remarkably consistent earning 
power, the reverse was true in 1920 when 
profits were much below normal. The 
recent issue of notes put out entails an 
additional interest charge of $3,500,000, 
which places somewhat of a handicap on 
the company. Directors in January made 
the announcement that the current divi- 
dend: would be paid in scrip. 


In addition to the industries mentioned 
above, there are three others that were 
prominent in the financing of 1920. These 
were the oil, both standard and independ- 
ent, the rubber tire, and the packing in- 
dustries. In this respect it is interesting 
to observe that last year witnessed the 
entrance for the first time of the Standard 
Oil Companies into the bond market. 

Many of these companies felt the need 
of additional funds to expand their fields 
of operation, and in order to get same, 
were willing to put out bonds carrying 
coupons of 7%. Examples of such issues 
are the Standard Oil of California 7s and 
the Standard Oil of New York 7s, both 
put out last December. The former are 
outstanding in the amount of $25,000,000, 
and the latter $30,000,000. Both run for 
a period of ten years. 

In connection with the 7% coupons car- 
ried by these bonds, it is interesting to 
observe that in the latter part of January 
another Standard Oil subsidiary, the 
Atlantic Refining Company, floated an 
issue of bonds carrying a 614% coupon. 
These latter bonds rank higher than those 
of the two mentioned above, the lower 
coupon rate simply being a reflection of 
the improved bond market. Similarly the 
Pennsylvania Railroad sold in Janaury of 
this year a 15-year 614% bond secured in 
practically the same way as the 10-year 
7% issue brought out in April of 1920. 
The 6%% bonds met with as ready a 
response as the 7% issue, and the lower 
rate was simply an indication of the im- 
provement that had taken place in thé 
general bond market. 

Among other attractive oil issues re- 
cently floated might be mentioned the 
Tidewater Oil 10-year 6%s and the Gulf 
Oil 12-year sinking fund 7% debentures. 
The former came out on a 6.67% basis 
and the latter on a 74%. Net earnings 
of both these concerns are well above 
interest requirements and the credit of 
the issuing companies leaves no question 
as to the high investment rating of the 
bonds. 


The, Packing Concerns 


Of the packing concerns, Armour, Wil- 
son and Morris have all recently floated 
bond issues, the proceeds being devoted 
largely to the reduction of current in- 
debtedness. In December, 1919, Wilson 
& Company brought out an issue of 16- 
year 6s on a 7.20% basis. These were 
followed in July last year by a $60,000,000 
issue of Armour & Company 10-year con- 
vertible notes. In the following Septem- 
ber, Morris & Company financed its re- 

(Continued on page 657) 
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Highway Bonds as Investments 


Principles That Should Be Applied to Financing of This Type—Importance of Ample Credit 
By HORACE C. SYLVESTER, JR., Vice-President, the National City Company 


ERMANENCE in highways construc- 
tion has not been reached and will not 
be reached until a type of road has 

been devised which, figuratively speaking, 
is as level as a billiard table and as smooth 
as glass, which will provide safe travel 
for individuals in individual machines and 
yet stand up under the extreme stress of 
any heavy load demanded by modern 
trafic conditions. Until that day has 
been reached, no highway improvement 
can be treated as permanent. 

But highway improvements are neces- 
sary, even if their permanence cannot be 
immediately established, and money must 
be raised to build such highways as are 
immediately required, although it may be 
necessary to rebuild them within a few 
years. 


Reconstruction Anticipated in Highway 
Financing 

Until permanence in highway construc- 
tion has been attained, the financing of 
the work should be effected with due 
recognition of the possibility that re- 
construction may soon be necessary. 

The first principle which I would em- 
phasize is that in financing highway con- 
struction, money borrowed should be re- 
paid as soon as the principal and interest 
can be raised by taxation, without un- 
reasonably burdening or oppressing the 
taxpayer. Under present conditions, it is 
impossible to forecast the time when re- 
construction and rebuilding will be re- 
quired. Before that time arrives, the 
bonds or obligations issued to finance the 
original construction should have been re- 
tired. 

It is frequently urged that bonds for 
public improvements should not run be- 
yond the probable life of the improve- 
ment. In my opinion, this idea has only 
a limited application to the financing of 
highway improvements. Highway bonds 
should not run during the probable life 
of the improvement, if the municipality, 
county or district can sooner retire them. 
If it retires them at the earliest possible 
date, it clears the field for the recon- 
struction which under present conditions 
appears to be inevitable. 

On the other hand, if the improvement 
is of such pressing necessity that the 
locality cannot prosper without it, the 
fact that the term of the bonds will ex- 
ceed the probable life of the improve- 
ment, should not prevent construction if 
the securities can be retired within a 
reasonable term. It is my, opinion that 
no highway bond should run longer than 
thirty years. If the locality cannot pay 
sufficient taxes to retire a highway debt 
within thirty years, there is grave ques- 
tion whether the highway should be un- 
dertaken. 


The State in Highway Financing 


The other features in the proper and 
successful financing of highway construc- 
tion are those which create an attractive 
and marketable security and permit the 
borrowing of money on the cheapest and 
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lowest terms. The price paid for money 
is the interest or interest and discount, if 
bonds are sold below par. The successful 
security is that which can be issued at or 
close to par at a low rate of interest. 
The method of financing should be 
directed to the issuing of such a security. 

The first consideration is that the 
larger and wealthier the obligant in the 
bond, the better the price which will be 
received. If highway construction can be 
financed by State bonds, the money will 
be borrowed at a lower rate than if it is 
financed by county, township or district 








discussed in the accom- 
panying article by Mr. 
Horace C. Sylvester, Jr., vice- 
president of The National 
City Co., are frequently avail- 
able at attractive prices. In 
choosing from the group a 
knowledge of the conditions 
which should surround sound 
highway financing is essential. 
The article will serve as a 
guide to individual investors 
as well as to the authorities 
charged with the financing of 
public improvements. 
Five actual issues, recently 
sold, are shown in the table 
for purposes of illustration. 


Spey of the type 




















bonds. Road builders now recognize that 
it is the function of the State to provide 
a state-wide system of highways. For 
the construction of these, State bonds are 
usually issued, and bear a lower rate of 








REPRESENTATIVE STATE HIGHWAY 
BONDS. 


Interest 
State * Rate Maturity Yield* 
Oregon .... 4% 1926-1945 5.10-5,50% 
Delaware .. 4% 1961 4.90 
California . 4% 1936 5.20 
Maryland .. 4% 1924-35 5.30-4,90 
ee Seeks 5 1941 5.20 
*At offering price. 




















interest than any other form of highway 
obligation. 


County Bonds Attractive to Investors 


The next unit in road construction in 
order of importance, is the County. 
County bonds approach the State bond 
in security and desirability, and are a 
much better security and much more at- 
tractive to investors than the bonds of a 
township or district. 

Finally come the bonds of the township 
or district. These are good securities, 
but the rate of interest is higher than the 
rate on bonds which may be issued by 
either the County or the State. 

To successfully finance highway con- 
struction, it is my opinion that highway 


bonds should be issued by a State, by a 
county, or by a district or township, and 
should be paid from an ad valorem tax 
which is authorized to be levied in an 
amount sufficient to pay the bonds. No 
limit should be placed upon the rate of 
tax which may be levied If such alimit 
be imposed, the desirability of the security 
will be affected, the rate of interest will 
be increased, and the taxpayers will be 
needlessly burdened. 


Community Credit a Valuable Asser 


The day has gone when the citizens of 
any community will borrow money for a 
public improvement and stand by and 
condone a default in repayment. The 
public is slowly but steadily recognizinz 
that the credit of the community is a 
valuable asset; that it means modern im- 
provements, and the many facilities and 
advantages which are now furnished 
through the agency of municipalities and 
political subdivisions and which are s 
essential to modern life. If the munici- 
pality or political subdivision defaults in 
its obligations, its credit is destroyed; it 
can no longer raise the money with which 
to furnish the citizens with modern ad- 
vantages, and its residents soon find that 
they dwell in a locality upon which a 
blight has fallen. 

In addition, there is the inherent prin- 
ciple of honesty in the repayment of a 
debt, and to the credit of American com- 
munities, it may be said, that few or none, 
take money from a lender and refuse re- 
payment. Hence, no matter what tax 
may be provided for the payment of the 
bonds, whether it be limited or unlimited, 
the community intends and expects to 
repay, and the imposition of a tax limit 
for the purpose of repaying the debt 
merely causes the municipality or 
political subdivision to pay a higher price 
for the money it borrows. Self-interest 
thus demands that the State and its sub- 
divisions should place behind the bonds, 
an unlimited power to raise sufficient 
taxes to pay principal and interest. 


Refunding Issues Expensive 


Simultaneously with the issuing of 
bonds, the authorities should decide in 
what method the debt will be paid. In 
former years, the general method was by 
issuing a bond having a flat term of, say, 
twenty, thirty or forty years, and provid- 
ing for the raising of a sinking fund for 
the payment of the principal. The obliga- 
tion to create a sinking fund was net 
usually observed, and when the bonds 
matured, it was frequently, if not gen- 
erally, found necessary to issue a _ re- 
funding obligation. 

The same situation might exist when 
the refunding bonds matured and a 
second refunding found necessary. Three 
refundines each for twenty years, of an 
original issue of bonds which ran for a 
term of twenty years, have been known 
to happen. The bonds so issued in effect 
ran eighty years, and although it was 
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the duty of the municipality to annually 
raise money by taxation to create a sink- 
ing fund, at three maturities no sinking 
fund existed. The interest rate has fallen 
during the past sixty or more years 
covering the life of the original bonds, 
and the first two refundings of this par- 
ticular*issue. It is probable that an aver- 
age rate exceeding five per cent per an- 
num has been paid on these bonds. More 
than 300% of the original loan has 
already been paid by way of interest, and 
by the time the present refunding reaches 
ma‘urity, the amount of this interest will 
be 400% of the original loan. This is not 
sound financing. 

Serial Bonds Replacing the Flat- Term 

To provide against such a situation, 
what are known as “serial” bonds are now 


generally issued than flat term 
In a straight serial issue, a frac- 


more 
bonds. 


tional part of the bonds matures in each 
year, commencing one year after the date 
of the bonds. The amount of principal 
payable in each year is the same. The 
result is that if the loan be for $100,000 
at 5%, running over a term of twenty 
years, the first year’s payment for the 
instalment of principal and the interest 
on the whole loan will be $10,000; the 
last year’s payment, being the instalment 
maturing that year, with interest on that 
instalment, being the balance of the loan 
which is outstanding, will amount to 
$5,250. During the life of this loan it is 
probable that the wealth and resources of 
the territory will increase and the tax 
burden for the payment of the principal 
and interest would be much easier borne 
during the last years of the loan than 
during the first. Such considerations 
suggest that some other scheme of ma- 
turities is desirable. 








National Conduit & Cable Co., Inc. 














The ideal method is probably to so ar- 
range the maturities that a similar amount 
will be payable in each year during the 
life of the loan for principal and interest, 
but it is not always expedient to break 
up the number of bonds maturing each 
year into uneven amounts, as the market 
is to some extent affected thereby. Con- 
sequently, the best course would seem to 
be to require a serial bond to be issued, 
but to permit the governing authorities 
some discretion as to the amount which 
shall mature in each year, as by provid- 
ing that the loan shall be payable in an- 
nual instalments, commencing one year 
after date, but that no instalment shall be 
more than three or four times the amount 
of any other instalment. 


Proper State Laws Imperative 


I have discussed the best method of 
(Continued on page 618) 


An Industrial Mortgage Bond Offering Unusual 


Possibilities 


Estimate of Liquidating Value of National Conduit 6s Indicates They May Be Selling Very 
Low—Action Expected in Near Future’ 


HE extremely unfavorable conditions 

under which the National Conduit & 

Cable Company, Inc., has been operat- 
ing since the signing of the armistice, 
have brought about a unique situation 
which apparently offers an unusual op- 
portunity for profit through a purchase of 
the first mortgage 6% ten-year sinking 
fund gold bonds, due April 1, 1927. 

These bonds are outstanding in amount 
of $4,438,500 and are secured by a first 
mortgage on the company’s plant at Hast- 
ings-on-the-Hudson, N. Y. They -were 
originally offered to the public in April, 
1917, at par and interest by the National 


City Company and Montgomery, Clothier _ 


& Tyler (now Montgomery & Company). 
Today they are quoted in the “over-the- 
counter” market at about 50 bid, 52 asked. 
The security behind the issue shows a 
wide margin over the outstanding debt 
and, owing to recent developments, there 
appears to be a strong likelihood that the 
bonds will be paid off, under foreclosure, 
within the next few months. 


Protection Behind the Bonds 


In addition to being the only outstanding 
inded debt and a closed first mortgage 
on the company’s properties, the bonds are 
further protected by certain provisions 
contained in the Indenture, among which 
are the following: 

Art. IV, Sec. 14—“The Company 
further covenants and agrees that - 
so long as any of the bonds hereby 
secured shall remain outstanding and 
unpaid, it will at all times maintain 
its net quick assets * * * at an 
amount in excess of the aggregate 
bonded debt of the Company at the 
time outstanding and unpaid.” 

Art. VII, Sec. 1—“In case * * * 
default shall be made in any of the 
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covenants, promises or agreements 
on the part of the Company herein 
contained, or referred to, to be kept 
performed, and any such default or 
defaults shall continue for a period 
of sixty days after written notice 
* * * then and in any such case 
the Trustee may, and upon request 
in writing of the holders of twenty- 
five per cent. (25%) in amount of 
the bonds at the time outstanding, 
shall, by written notice to the Com- 
pany, declare the principal of the 
bonds hereby secured, together with 
all accrued and unpaid interest there- 
on, due and payable, and the same 
shall thereupon become immediately 
due and payable.” 

Art. VII, Sec. 3—“In case a de- 
fault as defined in Section 1 of this 
article shall occur and shall continue 
for the period of time therein speci- 
fied * * * the Trustee may and, 
upon being requested in writing by 
the holders of twenty-five per cent. 
(25%) in amount of said bonds then 
outstanding * * * shall proceed 
by suit or suits at law or in equity 
* * * to enforce the payment of 
said bonds, and interest thereon, and 
to foreclose this Indenture, and sell 
the mortgaged premises * * *.” 


Company Announces Default 

Under date of February 14, 1921, the 
company sent a notice to its stockholders 
stating that a default existed in so far as 
the net current assets had fallen below the 
amount of outstanding first mortgage 
bonds. This deficiency at December 31, 
1920, was as follows: 
Mortgage Bonds Outstanding... $4,438,500 


Net Current Assets............ 3,530,197 
Deficiency. .............- $908,303 


’ and brass fabricating companies. 


The company further stated that a letter 
had been received from the banking houses 
who originally purchased the bonds, giving 
notice “that unless this condition is cor- 
rected by March 15, 1921, or there is evi- 
dence that substantial progress is being 
made in such correction we (the bankers) 
will forthwith take steps looking to imme- 
diate action by the bondholders and the 
Trustee.” In order that they may take 
such action as they see fit, a stockholders’ 
meeting has been called for March 2, 1921. 

Two moves are possible on the part of 
the stockholders toward correcting the ex- 
isting deficiency ; additional financing or an 
assessment on the stock. 


Obstacles to New Financing 


New financing at the present time would 
be extremely difficult, since any new issue 
would necessarily have to be subordinate 
to the first mortgage bonds. A lack of 
stability has existed in the copper and 
brass industry ever since the close of the 
war, and, due both to fluctuation in price 
of metals and the necessity of absorption 
of large Government-owned stocks, a cur- 
tailment of demand for copper and brass 
products has been brought about, causing 
very keen competition among the copper 
National 
Conduit’s operations over the past four 
years showed the following results, after 
deducting all charges: 


1917 (9 mos.) Net Surplus.... *$521,046 
isa vin marbt oohnae 839,776 
we SR i 1,956,117 
SUNIL 62s vas chat cece’ t on 1,222,753 


*Out of the surplus for the 9 months of 
1917, as shown above, two common divi- 
dends of $1 each were paid totaling $500,- 
000. These are the only dividend dis- 
bursements that have ever been made. 
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With this record to show, the company’s 
chances of financing through the sale of 
new securities do not seem worth consid- 
ering. 

Assessment Also Appears Unfeasible 


An assessment on the company’s $250,000 
capital stock of no par value, which is sell- 
ing in the neighborhood of $3 per share on 
the New York Stock Exchange, seems to 
have scarcely more chance of going through 
than new financing. Where operations 
have been carried on at a heavy loss dur- 
ing the past three years, stockholders might 
better take the chance of having some- 
thing left after liquidation of the company 
than to put more funds into 
what appears to be a losing 


Hudson, N. Y., lying between the tracks 
of the N. Y. Central R. R. and the Hudson 
River, and having a total river frontage of 
about 2,000 feet and an average depth of 
about 600 feet. The buildings comprising 
the plant cover about 20 acres of floor 
space and are of steel frame and brick 
construction. The plant is divided into 
two main sections; a wire cable works 
making plain and insulated copper and 
brass wire and transmission and telephone 
cables; and brass mills manufacturing 
brass tubing, rods and sheets. y 

The assessed valuation of the land and 
buildings for 1918 was fixed by the Hast- 
ings assessors at $2,120,000. The company 


machinery and equipment, transportation 
equipment, furniture and fixtures and con- 
struction in process, have been marked 
down to 20% of their book value, which 
amounts to putting them in at little more 
than scrap values. The item of machinery 
alone in 1917 was appraised at $3,300,000 
and since then many additions and replace- 
ments have been made. Patents and capital 
stock of subsidiary companies have beer 
eliminated, although they may have some 
value. 


Current Assets 


Cash needs no comment. Notes and ac- 
counts receivable: represent amounts due 
mainly from the telephone and 
telegraph companies and large 








proposition. 
The Reasonable Conclusion 


Under the circumstances it 
is reasonable to presume that 
action will be brought within 
a comparatively short time to 
foreclose the mortgage ac- 
cording to the terms of the 
Indenture. 

That such action is contem- 
plated in the near future is 
further borne out by the re- 
cent resignations from _ the 
Board of Directors of Mr. C. 
E. Mitchell, of the National 
City Company, and Mr. M. 
Gavin, of Montgomery & 
Company. Directors of a com- 
pany are elected by its stock- 
holders and, as existing con- 
ditions in the affairs of the 
National Conduit & Cable 
Company have drawn a sharp 
line between the interests of 
the stockholders and the in- 
terests of the bondholders, 
neither Mr. Mitchell nor Mr. 
Gavin could very graciously 
serve as directors and at the 
same time direct foreclosure 
proceedings. 

Thus, the question of prime 
importance to be considered 
in connection with the first 
mortgage 6s is: “What will 
the company’s assets bring at 
forced sale?” The accom- 
panying table gives a copy of 
the balance sheet, dated De- 
cember 31, 1920, and along- 
side of each item is stated an 
extremely conservative  esti- 








Buildings and equipment 
Machinery and equipment 
Transportation equipment 
Furniture and fixtures 


Patents, good will, ete 
Capital stock of subsidiary companies... 


Total capital assets 
Current assets: 
Cash in banks and in hand 
Notes and accts, receivable.... $990,674 
Less reserve 


Total assets (and deficit) 

Current Liabilities: 

Accounts payable 

Accrued bond interest 

Accrued pay roll 7,460 

Accrued taxes 

Reserve for workmen’s comp. liab 

Reserve for federal taxes (prior years). 

Deposits on reels and spools 


Required for first mortgage €% bonds 
Available for capital stock (250,000 shares 
of no par value, stated value $35) 


ESTIMATED LIQUIDATION VALUES, 


National Conduit & Cable Co., Inc., Deduced from Balance Sheet 


as at December $1, 1920, 
Balance 


Minim 
Liquidation 
Values 
(estimated) 


$1,000,000 


electrical concerrfs, with whom 
the company transacts its chief 
business; the company itself 
deducts a reserve for doubtful 
accounts of $30,000, but in or- 
der to be on the safe side an 
additional 10% has been de- 
ducted. Inventories constitute 
principally copper and brass; as 
required under the terms of the 
Indenture, they are carried at 


605,615 
34,347 
10,709 





$6,891,134 
369,272 


Less depreciation reserve ’ 


cost or market value, which- 
ever is lower, but as a con- 





$6,521,862 
1 
3,000 


servative measure we have re- 
duced the item by an additional 





$6,524,863 


960,674 


$2,422,786 
50,000 


2,372,786 


Liberty Loan Bonds (deposited) 
Unexpired insurance 
Prepaid taxes 


25%, after deducting the $50,- 
000 reserve set aside by the 
company. Copper and brass 
prices are at very low figures 
at the present time and with 
any renewed demand for these 
metals there is a good possi- 
bility of the inventory account 
showing a profit several months 





Total current assets 
Sinking fund 
Def 


hence. Liberty Loan Bonds 
have been reduced to current 
market quotations. Unexpired 
insurance and prepaid taxes 





$13,704,700 
86,726 
66,577 
4,665 
$2,911 
82,000 
210,861 


have been eliminated, as have 
sinking fund and deferred 
charges. All liabilities have 
been deducted at the figures 
shown by the company, includ- 
ing a reserve for general con- 





tingencies of $75,000. 
Bondholders May Expect Full 





Payment 





$13,188,500 


From the foregoing it is plain 





$4,438,500 


that under forced liquidation at 
rock-bottom prices the bond- 
holders may well expect to re- 





$13,188,500 


ceive payment of principal in 
full. The bonds have not de- 











mate of what might be realized 





under foreclosure. The total 

figure shows that even at 

these extraordinarily low estimates, suffi- 
cient funds would be realized to pay off 
the bonds, par for par. A consideration 
of each item separately will show the 
basis at which these estimated values 
have been taken. 


Capital Assets 


At the time the bonds were originally 
issued an appraisal of the company’s physi- 
cal assets was made by Messrs. Thomp- 
son & Black, financial accountants and en- 
gineers, which placed a valuation of $1,- 
500,000 on the land and $1,500,000 on the 
buildings, a total of $3,000,000. This 
property consists of about 35 acres of land, 
owned in fee, located at Hastings-on-the- 
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brought action to have this assessment re- 
duced, and on December 19, 1919, under 
a Supreme Court order, a reduction was 
granted to $1,272,480. The estimated 
liquidation value of $1,000,000 placed on 
this property for our purposes is very low; 
it represents less than 50% of the valua- 
tion placed on the property by the Hast- 
ings assessors in 1918, and it amounts to 
but 331/3% of the 1917 appraised value, 
when both land values and building costs 
were considerably below what they are to- 
day. Hastings-on-the-Hudson is just out- 
side the New York City limits, and the 
value of this site, with both its rail and 
water shipping facilities, is apparent. 
The other capital assets, consisting of 


faulted in interest or sinking 
fund charges, the next interest 
date falling on April 1, 1921. A purchase 
of these bonds at 50 offers what appears 
on the face of it to be an opportunity to 
make over 100% on the original invest- 
ment, and even if a liquidation of the com- 
pany’s affairs realized only one-half of the 
estimated values given in this article, a 
buyer would at least get his money back. 
In the event that the stockholders should 
by any chance work out a plan of refinanc- 
ing or agree to an assessment, the net 
current assets would have to be brought 
back to an amount in excess of the out- 
standing first mortgage bonds. This ratio 
would have to be maintained and all inter- 
est and sinking fund charges met, or a new 
(Continued on page 653) 
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“Frisco” Now a Prosperous Road 


Company Has Made Remarkable Progress Since Reorganization — Securities Contain Unusual 


UCH has been said in THe Maca- 
ZINE OF WALL STREET concerning 
the possibilities and attractive- 

ness of Frisco bonds and stock. In the 
present article the writer will attempt 
to trace the developments of the road 
since reorganization, in order to throw 
a better light on just what has taken 
place in its rapidly progressing affairs. 


4000 19011 “12 ‘15 “14 “15 “16 ‘17 18 
GRAPH 1 


aa 
= 
= 
ae 
wi 
a 
“ 
4 
_ 
“ 
pe | 
Cc 
Qa 


ST.L.& 5.F. 


Reorganization 


After operating af a deficit for three 
consecutive years it became quite evi- 
dent that the fixed charges of the old 
St. Louis-San Francisco Railroad Com- 
pany were too heavy for the earning 
power of the road and a drastic reduc- 
tion in funded and capital debt was 
planned in the reorganization of the 
company in 1916. This plan was car- 
ried out and resulted in the following 


changes: 
Old New 
Company Company 
Funded debt. . .$294,606,588 $264,099,238 
Preferred stock 37,364,100 7,500,000 
Common stock. 59,143,300 50,447,026 
The road was not long in demon- 
strating that under the new capitaliza- 
tion it could cover fixed charges, with 
a small balance left over for the com- 
mon stock. In only one year since 
reorganization (1918) did Frisco fail to 
earn something on the common stock. 
Southwestern Territory—Its Resources 


The development of the southwestern 
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Possibilities 
By ARTHUR J. NEUMARK 


territory has been very rapid in recent 
years. The rich oil fields of Texas and 
Oklahoma have yielded enormous rev- 
enues. There has been an exceptionally 
large development in the Texas fields. 
The expansion of business in general 
has been very pronounced and has 
brought great prosperity to the entire 
district. The limits of growth, for this 
section of the country, have not begun 
to be approached. The natural re- 
sources of the southwest are enormous, 
and practically all points are tapped by 
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the St. Louis-San Francisco Railway 
Company. The road has one distinct 
advantage over its competitors, and 
that is in the large percentage of traffic 
originating on its own lines. Frisco is 
less dependent on feeding lines than 
any of the southwestern systems. 

The road traverses the large mining 
districts in Missouri, and the grain and 
wheat centers of Kansas, which is also 
a large center for domestic animals and 
is rich in bituminous coal and natural 
gas deposits. In these two states 
Frisco has direct competition from the 
Chicago, Rock Island & Pacific Rail- 
way Company, the Missouri Pacific 
Railroad Company and the Missouri, 
Kansas & Texas Railway Company. 

Frisco also has extensive mileage 
throughout the oil fields of Oklahoma 
and the large agricultural state of 
Texas. Frisco has access to the Gulf 
over the Texas & Pacific lines. The 


road has a very important direct line 
extending from the important industrial 
center of St. Louis, through Tennessee, 
to Birmingham, Alabama. 

A complete idea as to the division of 
traffic carried by Frisco may be had by 
the following percentage classification 
of 1919 traffic, the latest figures available: 


Products of— 

Agriculture 

Animals 

Mines 

Forests 

Manufacture 

Merchandise and miscellaneous.. 6.5 


100.0% 


The road and the equipment have 
been well maintained (see Graphs 1 
and 2), and Frisco has, therefore, been 
in excellent condition to handle all of 
the growing demands of the southwest- 
ern district, and has been able to handle 
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this traffic at the lowest percentage of 
cost of any of its competitors (see 
Graph 3). 

The increase in traffic since 1912, on 
Frisco, has been greater than on any 
competitive road (see Graph 4), and 
this fact was due, in part, to the great 
volume of oil carried, as it is in the 
oil fields of Oklahoma that the com- 
pany has the most extensive mileage 
and is subject to the least competition. 
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Present Earning Power 


The Government guarantee for Frisco 
amounted to $13,415,510, which was just 
about sufficient to cover the interest on 
the income mortgage bonds, but Fris- 
co’s actual operations in 1919 resulted 
in a small balance available for the 
common stock. For the first eight 
months of 1920; under Government 
control, Frisco earned at the annual 
rate of about 6% on the preferred 
stock. The road easily demonstrated 
that it was capable of covering its fixed 
charges in a period of adverse railroad 
operation. Mounting costs and a fixed 
freight and passenger rate made the 
majority of railroad earnings very poor 
for the first eight months of 1920. With 
the increase in freight and passenger 
rates, effective September 1, 1920, 
Frisco began to report large earnings 
available for the common stock. For 
the first three months of operation, un- 
der the new rates, Frisco’s net income, 
after rents, amounted to $5,153,793, 
compared with $8,909,648 for the pre- 
vious eight months, or at the annual 
rate of $17,179,000, allowing for sea- 
sonal fluctuations in traffic, which is 
equivalent to $6 a share on the com- 
mon stock. 

This certainly makes the common 
stock of this company a highly attract- 
ive speculation at $21%4 a share. 


Security Behind Bonds 


Frisco’s capitalization, per mile of 
road owned, is high compared with 
other roads in the southwest district. 
For Missouri Pacific it amounts to 
$53,865 per mile, and $47,240 per mile 
for Chicago, Rock Island & Pacific. 
Both of these roads have heavier traffic 
density, that is, they carry more freight 
one mile per mile of road operated, 
than Frisco, which has a capitalization 
per mile of $65,420. This is obviously 
too high, and it is not at all likely that 
the valuation will be allowed by the 
Interstate Commerce Commission. If 
we assume a capitalization per mile 
comparable with Missouri Pacific and 
Chicago, Rock Island & Pacific, a fig- 
ure of $50,000 a mile might be arrived 
at for Frisco. This would give the 
road a book value of $262,600,000, com- 
pared with a book value of $330,225,000, 
as given on the balance sheet as of De- 
cember 31, 1919, which is the latest 
available. This valuation of $262,600,- 
000 seems entirely fair and reasonable 
and would be sufficient to just cover 
the outstanding income mortgage 6% 
bonds, but -would leave no asset value 
for the preferred or common stocks. 

Having satisfied ourselves that there 
are sufficient assets to cover all the 
funded debt of the company on a con- 
siderably reduced valuation per mile, 
it will be well to take up the merits of 
each issue. 

The Fort Worth & Rio Grande Rail- 
way Company, a subsidiary of the St. 
Louis-San Francisco Railway Company, 
is one of the most important links in 
the system. This road runs through 
the central part of Texas, from Fort 
Worth to Menard, and brings the 
Frisco lines to the farthest point 
south. The $4,467,000 First Mortgage 
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Gold 4s, due July 1, 1928, constitute the 
entire funded debt of this company, and 
$3,064,000 of these bonds are pledged 
under the Frisco Prior Lien Mortgage, 
leaving $1,403,000 in the hands of the 
public. The bonds are a first mortgage 
on the road’s entire property, the lien 
covering 223.44 miles of road, and are 
prior in lien to Frisco’s Prior Lien 
Mortgage. 

Constituting, as they do, a first mort- 
gage on a highly valuable branch line, 
essential to the system, the bonds are 
a very attractive investment with ex- 
cellent speculative possibilities. They 
are selling around 61%, at which price 
the yield is 12.3%, if held to maturity. 
The only unfavorable element of the 
bonds is the limited market which 
exists for them. 

The Frisco General Mortgage Gold 5s 
and 6s, due July 1, 1931, are a first lien 
on 885.66 miles of road and a second 
lien on 100.82 miles. There are no prior 
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liens ahead of this issue. And the bonds 
rank ahead of the Consolidated 4s of 
1996, the Prior Lien Mortgage, the Cu- 
mulative Adjustment 6s of 1955 and the 
Income Mortgage 6s of 1960, or ahead 
of an aggregate of $194,348,868 of 
bonds. This issue is absolutely secure 
and offers an attractive investment. 

At 89 the 5s yield 61%4% to maturity, 
and the 6s selling around 98 yield 
slightly over 64%. There are $5,803,- 
000 of the 5s outstanding and $3,681,000 
of the 6s. The marketability, while 
considerably better than for the Fort 
Worth & Rio Grande bonds, is not 
nearly as good as for the above men- 
tioned issues, with the exception of the 
Consolidated 4s. 


Frisco Prior Lien Bonds 


The Prior Lien Mortgage Gold Series 
A 4s, B 5s, and C 6s is the largest bond 
issue of the company. The 4s and 5s 
mature on July 1, 1950, and the 6s on 
July 1, 1928. 

There are $84,395,075 4s outstanding, 
$24,950,000 Ss, and $10,598,000 6s. These 
bonds are a first lien on 1,568.28 miles 
of road, a second lien on 623.42 miles, 
and a third lien on 1,196.14 miles. The 
issue is adequately secured and is sub- 


ject to only $13,649,505 of prior liens 
on the entire system. 

Although earnings, at the present 
rate of operation, are running twice 
over the interest requirements on this 
issue, the bonds do not enjoy a high 
investment rating. This, of course, is 
due to the fact that Frisco’s past record 
has been a rather checkered one, and 
that the company has passed through a 
receivership. There is no good reason, 
however, why the road should not con- 
tinue to do well. The southwest has 
developed rapidly and the natural re- 
sources of the territory should insure 
future prosperity. 

The 4% bonds are today selling 
around 61%, the 5s around 73, and the 
6s around 86%. The yields to maturity 
are 7.15%, 7.25% and 8.60%, respect- 
ively. The reason for the high yield of 
the 6% bonds is because of the early 
maturity, which places it under the 
short term security classification. 

In the writer’s opinion, for a long 
term railroad bond, either the 4s or the 
5s offer very good investments, with 
excellent chances for considerable en- 
hancement in value in the near future. 


Adjustment and Income 6s 


For those who are seeking bonds 
which offer exceptional opportunities 
for possible profits, the Adjustment 
Mortgage 6s and the Income Mortgage 
6s would serve the purpose. 

Both of these issues are subject to the 
Prior Lien bonds and the prior liens 
thereto, the Income Mortgage bonds 
being subsequent to the Adjustment 6s 
As stated in the early part of this ar- 
ticle, both of these issues are fully cov- 
ered by assets. Both issues have paid 
their interest regularly since reorgan- 
ization and with the continuance of 
present earnings these bonds should 
sell 20 to 30 points higher at least. In- 
terest on both issues is only required 
to be paid when earned, and therefore 
the bonds do not constitute a fixed 
obligation of the company. The Ad- 
justment bonds are cumulative, the In- 
come bonds are non-cumulative. 

The Income bonds are selling prac- 
tically 20 points under the Adjustment 
6s, as the greater” speculation lies, of 
course, with the Income 6s. 

Earnings for the first three months 
of operation under the new rates were, 
at the annual rate, sufficient to cover 
the interest requirements on the In- 
come bonds 2.5 times over, so that at 
present they appear to be one of the 
most attractive speculative bonds on 
the New York Stock Exchange. 

The Adjustment 6s are selling around 
66, at which price the yield is 9.4%, and 
the Income 6s are quoted around 48%, 
giving the purchaser a return of 12%4% 
on his money. 

The worst of the railroad situation is 
probably past. Conditions are still very 
precarious for a great many of the car- 
riers, but, through it all, Frisco has been 
able to make a very excellent showing. 
Everything seems to point to Frisco as 
one of the coming roads and, if so, in- 
vestors and speculators alike may soon 
wonder how they ever overlooked such 
alluring bargains as the bonds of this 
road offer.—vol. 27, p. 538. 
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A Solidly Built Industrial 


Elimination of Preferred Stock Simplifies Financial Structure and Places Company in an 


OT many industrial companies can 
boast of a record as brilliant as that 
of the California Packing Corpora- 
tion during the past few years. The ex- 
pansion of this company, both with regard 
to gross and net earnings, has been very 
large and is a tribute not only to the 
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intrinsically sound nature of the enterprise 
but to the skill of its highly efficient man- 
agement. 

‘ven at the time of its organization at 
the end of 1916, California Packing was 
regarded as the most important factor in 
the packing and distribution of California 
canned and dried fruits and vegetables. 
Since that time, the company has devel- 
oped its business tremendously so that 
the gross business now being done is at 
least twice that of 1916. At the same 
time, net earnings have increased over 
scven-fold. 


Products Familiar to Every Household 


California Packing distributes practical- 
ly every variety of canned and dried fruits 
and vegetables. Many of these products 
distributed under the universally 
familiar Del Monte trade-mark. A con- 
siderable amount of money has been spent 
in familiarizing the public at large with 
this trade-mark and the results seemingly 
have justified this expenditure. The vari- 





ous brands of the company, including the 


Del Monte, are known far and wide and 
are worth milliens to the company in the 
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Exceptionally Strong Position 
By A. T. MILLER 


resultant business. None of these tradé- 
marks are capitalized although they rep- 
resent an asset of very great value. 


Conversion of the Preferred Stock 


At the time of organization in 1916, 
California Packing started out with an 
outstanding capitalization of $8,183,800 
7% cumulative convertible preferred stock 
and 337,725 shares of common stock of 
no par value. There was no funded debt. 
So complete was the success of the com- 
pany that in April, 1920, the directors de- 
cided to call in the entire issue of pre- 
ferred stock at the redemption price of 
$115 a share. Shareholders, however, dem- 
onstrated their confidence in the company 
by exerting the convertible feature where- 
by they received one and one-half shares 
of common stock for every share of pre- 
ferred stock held. Practically the entire 
issue of preferredstock was thus con- 
verted, eliminating this issue completely 
and bringing the outstanding common 
stock up to 471,708 shares. This is the 
total outstanding capitalization of ths: 
company, there being no bonds or similar 
obligation. 

The capitalization of California Pacx- 
ing, as a result of the conversion of the 
preferred stock, is admirably simple. The 
advantages accruing to the company from 
the elimination of fixed dividend require- 
ments are obvious. At the same time, 
common shareholders benefit, as_ their 
stock is for all practical purposes .a first 
lien on the assets of the company. 


Financial Condition 


The company’s fiscal year closes Febru- 
ary 28 and as of 1920, this date, the prop- 
erties of the company were carried at a 
book value of $10,408,558. Investments 
in stocks of other companies were carried 
at $9,504,598. This is.a total of $19,913,- 
157 which is a ridiculously conservative 
estimate, as one of California Packing’s 
investments alone, the Alaska Packers’ 
Association, brought in about $1,500,000 
last year. 

On Feb. 28, 1920, total current assets 
amounted to $19,947,673. There were no 
bank loans and bills and accounts payable 
amounted to only $3,793,881. At the time, 
therefore, the financial position of the com- 
pany was in an unquestionably good posi- 
tion. Unfortunately, the company only 
publishes its reports once a year so that 
it is impossible to say as to current work- 
ing capital figures. It is understood, how- 
ever, that the company entered the new 


year with exceptionally low inventories so 
that its financial position appears to be as 
good now as a year ago. 
Earnings 

The company has pursued a consistent- 
ly conservative policy with regard to dis- 
tribution of profits. Thus in the period, 
November, 1916-February, 1920, there 
were net earnings of $47.16 against which 
were paid only $10.73 in dividends on the 
common stock. This left a surplus of 
$3643 a share. Retention of the major 
part of the profits of the company has re- 
sulted in greatly strengthening its financial 
position and the fruits of this policy be- 
came plainly evident when the preferred 
stock was called for redemption. Part of 
these earnings have been used toward in- 
creasing the facilities of the company 
thereby placing it in a position to be able 
to handle efficiently the increased business. 


As to Peace-Time Prospects 


The extent to which California Packing 
and other companies of its class profited 
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from conditions arising from the war can 
only be surmised. That the pent-up de- 
mand of the United States and of the 
world in general for products distributed 
by this class of company provided a great 
stimulus to their activities cannot be 
doubted. The question that arises there- 
fore is: How much of this war-time busi- 
ness can this industry retain? 
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In .this connection, it would be well to 
state that California Packing and other 
enterprises of this nature deal in essentials 
of life, which, while they do not quite be- 
long in the category of such commodities 
as wheat and meat, are considered an in- 
tegral part of the daily fare. For this 
reason, therefore, it is to be doubted that 
any great part of the increased business 
which has come to this industry owing to 
war-time conditions will be lost, although 
the industrial depression will no doubt be 
of some influence. 

California Packing has done yeoman 
work in popularizing canned fruits and 
vegetables and the general excellence of 
its products has found a broad field for 





Corn Products Refining Co. 





exploitation. This company, being --the 
leading factor in its particular field, 
should suffer least, if indeed there are to 
be any untoward effects with regard 
to this industry. Its general trade out- 
look, therefore, appears reasonably re- 
assuring. 

As to its finances, analysis discloses a 
favorable condition, although this must be 
partially qualified by the fact that there is 
nothing more recent on the company’s fi- 
nancial status than last year’s report. How- 
ever, the continuation of the increased divi- 
dends, the fact that inventories are com- 
paratively low, the excellent surplus ac- 
count which was reported at the close of 
last year and the recognized efficient 





character of -its. management, afford 
ground for belief that its satisfactory 
position has not been impaired within the 
year. 

California Packing common stock pays 
dividends. of $1.50 quarterly. This divi- 
dend appears reasonably secured, espe. 
cially now that the common stock has ap. 
plied on its account that share of the 
earnings which formerly went toward 
paying dividends on the preferred stock. 

At the time of writing, the stock is 
selling at about 62, yielding nearly 10%. 
This is.a low price for a stock of its 
evident attractions and, given the proper 
market background, it should eventually 
sell higher.—vol. 27, p. 322. 


Corn Products Today 


How the Company Compares with Organization Prior to Dissolution Decree—-Asset Growth— 


HE Corn Products Refining Company 

was organized in 1906 as a consolida- 

tion of a number of vari-sized com- 
panies which had been the victims of 
destructive competition. 

The consolidation was capitalized at a 
figure which aroused considerable criticism. 
Thirty-millions of preferred and fifty-mil- 
lions of common were issued against a 
group of concerns which had never been 
successful_as separate entities. 

The work of building up the consolida- 
tion proceeded with unexpected rapidity 
and success. It was only seven years later 
that the scope of the consolidation was 
made the basis of a Government suit insti- 
tuted against it under the Sherman law. 

The suit was not permitted to hamper 
the enlargement of the new Corn Products 
Refining Co. New lines were brought out 
as rapidly as manufacturing facilities per- 
mitted; extensive advertising established 
these lines firmly in the public mind. The 
war, with its huge demand for all foods, of 


Prospects of Industry 
By RALPH RUSHMORE 


The questions uppermost in the minds 
of investors today are: To what extent 
does the Government’s order alter the 
status of the Corn Products Refining Co.? 
And, altered or not altered, what are its 
prospects ? 

The Government Decree 

The Sherman Law—enacted during a 
period in which public sentiment was 
rabidly antagonistic to big business—has 
probably aroused more criticism than any 
other similar legislation. It is interesting 
to contrast it with the Webb law, enacted 
a year or two ago and initiated by the 
Government. The Sherman law prohibits 
monopolies in domestic business. It is 
based on the assumption that monopolies 
are undesirable. The Webb law permits 
combinations to any limits in export busi- 
ness. It is based on the realization that 
monopolies can be not only desirable byt 
essential. The two don’t jibe. 

Consistent or otherwise, the successful 
proceedings against the Corn Products Re- 








Interest on bonds 
Taxes 








TABLE I.—GROWTH OF CORN PRODUCTS REFINING. 


1913 1917 
$16,852,793 
225,808 
3,681,363 
182,759 
2,050,676 
536,286 
22,552,608 
5,715,289 
16,837,369 


1919 
$22,015,414 
158,204 
6,870,354 
249,401 
2,407,843 
1,444,759 
44,531,023 
14,487,614 


5,878,125 30,043,409 














which the Corn Products Refining Co. had 
originated some new varieties, proved a 
great impetus. r 

The assets, field development, good-will 
and facilities of the company had just 
been brought up to a point where they 
compared favorably with the once im- 
mense capitalization when an adverse de- 
cision was rendered in the Government 
suit. The decree which followed required 
the company to dispose of a certain por- 
tion of its productive capacity by the first 
of January in the current year. 
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fining Co. grew out of litigation based on 
the Sherman law. If that were all there 
was to be said on the subject, stockholders 
in the company would have a dismal out- 
look to face. However, investigation dis- 
closes that, beyond hampering the scope of 
the company for the time being, the decree 
need work no permanent injury. 

Before the decree was handed down, 
Corn Products Refining had plants at 
Waukegan, Pekin, Granite City, Argo, 
Ill.; Davenport, Iowa, and Edgewater, 
N. J. Also the company controlled the 


Novelty Candy Co. with two plants at 
Jersey City and Chicago, respectively. 

Carrying out the provisions of the de- 
cree, the company was required to dispose 
of the Granite City plant, the Davenport 
plant and the two Novelty Candy plants. 

The immediate potential capacity of the 
Corn Products Refining Co., then, was re- 
duced by two plants capable of working 
on its regular lines (corn syrup, sugar, 
starch and oil) besides the two plants at 
Chicago and New Jersey which were for 
making candy. 

It stands to reason that the loss of 
these four plants must have unsettled the 
Corn Products organization in some de- 
gree. Any chain from which links have 
been removed must be rewelded together. 
However, there are certain features in the 
Corn Products asset sale which, although 
they do not in any sense nullify the effects 
of the decree, serve nevertheless to qualify 
its importance. 

For example, the Davenport plant, which 
the company was forced to get rid of, had 
not been in operation for some time prior 
to the decision. The Novelty Candy 
plants were “side-line capacity’ for the 
Corn Products Refining Co., and their loss 
cculd not affect, except indirectly, its regu- 
lar operations. 

The Granite City plant was the only one 
of the four, so far as the writer can learn, 
which the Corn Products Refining Co. 
would have been glad to retain; but there 
is nothing in the decree to prohibit the com- 
pany from enlarging its present capacity or 
building up new capacity to compensate 
for its sale. Corn Products cannot, it 
seems, purchase existing and competitive 
plants and thus restore itself at once to its 
former position. Its “regrowth” must be 
from the inside. But it can regrow. 

As a matter of fact, the Corn Products 
Refining Co. readjusted itself so speedily 
to the provisions of the decree that within 
the two short months after the order went 
into effect, the company had built up its 
actual grinding capacity to a point actually 
in excess of that formerly existing. This 
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has been accomplished by increasing the 
capacity of existing plants and the erec- 
tion of a large new plant at Kansas City. 

In connection with the sale of the 
Novelty Candy plants to the Continental 
Candy Co. some concern has been ex- 
pressed as to whether or not an involun- 
tary petition in bankruptcy recently filed 
against, this company involves Corn 
Products Refining. 

It does not. The plant sale was a cash 
transaction. 


Why the Consolidation Was Formed 


Since the status of the Corn Products 
Refining Co. is not to be permanently 
aliered by the Government decree, it is 
fair to base conclusions as to its future 
upon the experiences of the past. To all 
intents, it is the same company it always 
has been and capable of the same results. 

[The present company was formed in 
1906 under the laws of New Jersey, with 
$30,000,000 cumulative 7% preferred stock 
arid $50,000,000 common, both of par value 
$100, to take over control of the original 
Corn Products Co., the entire capital stock 
of the New York Glucose Co., The Warner 
Sugar Co., of Waukegan, IIl., and the St. 
Louis Syrup & Preserving Co. Standard 
Oil interests, owning 51% of the stock of 
the N. Y. Glucose Co., were given a pre- 
ponderating voice in the management of 
the new concern. Mr. E. T. Bedford was 
elected president. 

The reason for the consolidation cannot 
be better instanced than by the statement 
made by the Stockholders’ Protective 
Committee formed after the organization 
was proposed. Here is a part of the state- 
ment: 

“We earnestly approve the plan for the 
reorganization which will bring into co- 
operation all the largest competing in- 
terests whose competition has been so de- 
structive. The proposed new plan, provid- 
ing for the purchase of these competing 
interests and the acquisition of additional 
working capital by the surrender of one- 
third of the holdings of present stockhold- 
ers, was suggested as the only possible so- 
lution of a very complicated and threaten- 
ing situation. Under the new manage- 
ment the business of the Corn Products 
Refining Co. will, we believe, show immedi- 
ate improvement. The more quickly the 
plan can be put in operation the better it 
will be for the interests of all concerned.” 

That the business did show immediate 
improvement is seen by the statement of 
the president, E. T. Bedford, a few months 
after the plan had been put in operation: 

“We are making money and are spending 
a great deal on our properties. We already 
have expended about $500,000 on our 
plants and expect to expend $500,000 more. 
This is in addition to the new plant we 
expect to build and equip at a cost of $400,- 
00. In order to raise the necessary funds, 
there will be no recourse to a bond issue. 
A price of $3,000,000 has been refused 
for the old Chicago sugar refining plant. 
We shafl have the money for all our pro- 
posed expenditures.” 

It is worth noting at this point that, 
despite the greater control in its field 
which reduced competition afforded the 
Corn Products Refining Co., its prices to 
consumers have never been disproportion- 
ately increased. 
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Actual Progress 


The actual progress made by the Corn 
Products Refining Co. can best be indicated 
by a comparison of the financial results 
attained in the years 1919 and 1913. As 
of December 31, 1913, working capital of 
the company amounted to only $5,873,125, 
or slightly above $12 a share; dividends 
of a considerable amount were in arrears 
on the preferred shares. Some method of 
“draining out the water” seemed to some 
of the stockholders their only hope. 

By December 31, 1919, conditions had 
been radically changed. The working capi- 
tal of the company had been increased some 
five times, standing at $30,043,409 or 


supply among buyers in the confectionery 
trade, who are large users of the Corn 
Products Refining Co.’s products, was 
brought about no doubt by their erroneous 
anticipation of large business and increased 
prices, which failed to materialize. 

At this time, owing to the decreased de- 
mand for its products, it is stated that the 
plants of the Corn Products Refining Co. 
are running at greatly reduced capacity. 

The correcting of trade conditions gen- 
crally is not likely to be accomplished over 
night. The Corn Product’s plants are not 
expected to exactly hum with activity again 
for some time. However, the company in- 
trenched itself strongly during the war 








1917 
Net earvings* $12,182,389 


Other income 


TABLE II.—COMPARISON OF INCOME ACCOUNTS. 
Nine months to Sept. 30, 


1918 
$8,629,584 
320,621 


1919 
$11,653,892 
$31,159 


1920 
$14,105,026 
421,254 





$12,182,389 


Interest, depreciation, etco.... 3,580,696 


$8,950,205 
1,698,332 


$11,985,051 
1,782,424 


$14,526,280 
1,906, 874 





$8,601,693 
Preferred dividends 
Common dividends 





$7,251,873 
1,565,912 


$10,252,627 $12,619,406 
1,565,917 


2,240,280 





Surplus $7,085,781 





*After maintenance and repair charges and estimated excess profits tax. 


$5,685,961 $8,686,710 $8,813,209 

















about $60 a share. The bonded debt had 
been reduced; actually from $8,247,320 to 
$6,250,040, so that interest charges were 
diminished from $353,248 to $158,205. The 
company’s earning power, besides having 
been largely increased, was given more 
protection in the shape of heavily increased 
depreciation charges, actual figures on 
which can be obtained from Table I here- 
with. The profit and loss surplus jumped 
from $7,865,360 in 1913 to $35,788,700 in 
1919. 
Present Trade Conditions 


These changes for the better were, no 
doubt, impelled in great part by war 
conditions. Corn Products Refining has 
marketed a great many new brands of 
cheaper foods in recent years, and the 
demand for these has been helped greatly 
by the high commodity prices which have 
prevailed. That there must be some re- 
action in the sales of these products follow- 
ing the ending of the war and the relapse 
in commodity prices was inevitable. At 
the same time, many of the millions of 
the new customers won over during the 
war can probably be retained in the future 
and the company has _ unquestionably 
established some of its best selling lines 
for good and all. Anything approaching 
a complete relapse to pre-war marketing 


“conditions is unthinkable. 


Current trade conditions, as might be ex- 
pected are not entirely favorable. The 
market for the company’s products is 
with the commercial bakers, confectioners 
and in the grocery trade. At this time the 
beking industry is in a strong position 
and growing rapidly. The same cannot 
be said of the confectionery trade, how- 
ever, which is passing through a period 
of extreme depression due to stocks of 
high priced goods on hand which are 
proving difficult to dispose of. This over- 


period and is well able to weather any re- 
action. 


Outlook of the Securities 


The standing capital stock of -the Corn 
Products Refining Co. consists of $29,846,- 
933 7% cumulative preferred and $49,784,- 
000 common. The company has purchased 
about $5,000,000 par value of the preferred 
stock which the directors have voted to 
retire. This recommendation will have 
tc be put before the stockholders at the 
annual meeting on March 22, but it is 
scarcely likely to fail of adoption. 

The preferred sold as high as 113 five 
years ago; it is now in the neighborhood of 
103, where the yield is 6.8%. All back divi- 
dends due on this issue were discharged 
long ago; its cumulative feature is an 
added protection; better than 53% was 
earned on the issue in 1920. It can cer- 
tainly be listed among the best industrial 
preferred stocks stiitable for investment. 


The common shares are selling at this 
writing around 70, contrasting with a high 
price last year of 105%. The issue was 
established on a 4% dividend basis in 1920, 
and extra dividends of 4% are being paid 
quarterly. President Bedford, of the com- 
pany, stated last year that the directors 
hoped from time to time to augment the 
regular rate by the payment of extra divi- 
dends, as justified. 


Supposing that this issue is to receive 6% 
annually right alqng, its. yield on the pres- 
ent selling price of 70 is under 8.6%. Also, 
the issue has not reacted to the extent true 
of some other industrial common stocks. 
The high rate of earnings available for the 
common stock in recent years is encourag- 
ing for the future, however, and a recovery 
in general trade conditions would be likely 
to afford the basis for a good advance in 
its price—vol. 26, p. 94. 
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National Biscuit Co. 





An Old-Line Investment 


National Biscuit Shares Among Best Industrials —-Company’s Growth Steady — New Plants 


SSUME a trade boom. The expand- 
ing earning power of big industrial 
corporations attracts attention. The 

securities of these companies advance. 


Fs 
3 


Price Ran 
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Their strength encourages buying in ail 
the rest of the list and the undesirable 
stocks go up too. 

Then assume the trade boom ends. The 
big industrials have profited by it im- 
mensely; but the less efficient ones are 
found to have dissipated their profits. The 
weak position of these latter causes selling 
The selling spirit pervades the.entire list 
and the good stocks go down with the 
bad. 


National Biscuit Shares a Case in Point 


Shares of the National Biscuit Co. are 
a case in point. This is certainly one of 
the most solidly established industrial cor- 
porations in the United States. 

There are people who don’t buy Ford 
cars. Everyone does not have a real, day- 
to-day use for Kodaks. It is possible to 
conceive of persons who have never any 
vital need of a Victrola or a Graphophone. 
But imagination balks at the thought of 
even the poorest home—or should we say 
the richest?—without a supply of Uneeda 
Biscuit crackers. This company’s prod- 
ucts, in other words, have become almost 
as vital to American daily life as butter 
and eggs. 

Besides this practically unchangeable de- 
mand for its products—which includes 
many other brands beside “Uneedas”— 
there is the National Biscuit Company’s 
history and financial performance to con- 
sider. It was organized in its present form 
over twenty-three years ago. Some of the 
units forming the nucleus of the organiza- 
tion had been in existence for many years 
previous. 

During this near quarter-century the 
company has built up its manufacturing 
facilities to the point where it owns and 
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Financed Out of Earnings 
By PERRY A. EMERSON 


operates over forty plants throughout the 
country. It maintains an extensive distrib- 
uting system, comprising more than two 
hundred selling agencies. its advertising 
has established its products to a degree 
which less conservative companies might 
reasonably capitalize at several million 
dcllars. 

The preferred shares have an unbroken 
dividend record of 7% per annum and a 
total of $125 per share has been paid out 
on the common. 

The company’s performance, in other 
words, has consistently measured up with 
the demand for its products. There has 
been neither over-extension nor under- 
rating. 

And yet, despite these blunt evidences 
of strength and durability, National Bis- 
cuit common stock went down late last 
year in company with uncertain oils and 
insecure motors. In 1903 the common sold 
as low as 32; in 1912 as high as 161. In 
1920 the high was 125 and in December, 


never carry supplies in excess of what may 
fairly be called actual, current require- 
ments. The company doesn’t speculate in 
the raw food market, or in any other 
market.” 


Financial Growth and Position 


It is interesting to contrast the present 
position of the National Biscuit Co. with 
its position in 1900. Net working capital 
in the second year of its existence 
amounted to $8,000,000. (Exact figures 
will be found in ‘Table I.) In 1919 this 
item stood at $21,000,000. At the end of 
1920, net current assets exceeded liabilities 
by $17,000,000. 

The smaller figures in 1920 as compared 
with 1919 may reasonably be explained by 
the new construction done in the latter 
year, and referred to above. It corre- 
sponds on the balance sheet with a decreas: 
of $2,000,000 in securities owned. 

The growth of the company has not 
been rapid but it has been steady. An 








ties 
Accounts receivable .... 
Inventories 


TABLE I,—GROWTH OF NATIONAL BISCUIT COMPANY. 
1917. 


1918 
$2,950,213 
2,282,201 
4,633,229 
11,645,263 





Current Liabilities: 
Accounts — 


$595,544 
511,630 
700,000 


$21,460,906 


$624,726 $649,083 
511,630 511,630 
1,200,000 1,200,000 





T 
Net working capital 


otal $490, 640 $1,807,174 


$17,218,494 


$2,336,356 $2,360,713 
$19,124,550 $19,414,292 

















1920, it sagged off almost 30 points to as 
low as 96. 


The Reasons Given 


The people who deal in stocks are an 
able crew when it comes to explaining 
stock movements after the event. Nothing 
fazes them. The little matter of account- 
ing for the reaction in National Biscuit 
was absurdly simple. All they had to do 
was to point to the decline in commodities 
—especially wheat—mumble something 
about “inventories,” and the thing was 
done. 

They went further in this case. They 
intimated that the company’s position 
might be such as to render new financing 
imminent. 

A denial of the “new financing” rumor 
was published last year. Not to be satis- 
fied with this, the writer took the report 
up to the company itself. Official assur- 
ance was given that no new financing was 
enn. In effect, this is what was 
said: 

“The affairs of the National Biscuit Co. 
were never in better shape. The large new 
construction which was undertaken—and 
much of which was completed—in 1920 
was and will be financed out of earnings. 
The drop in commodity prices need have 
no effect upon our financés because we 








TABLE U.—NATIONAL BISCUIT 
EARNINGS 


(12 Months to January 31). 
Net Earned Per Share—, 
— Common 


18.63 
18.85 
18.30 
20.83 
18,22 
15.85 
18.46 


om 


BEE emer ese: 
BSesszsaesss 




















official has been quoted as placing the ratio 

of growth at from 8 to 12%. As Table 

II shows, earnings of the company before 

dividends in 1911, exceeded earnings in 

1900 by $1,300,000. The 1920 earnings were 

oy to $1,000,000 in excess of those for 
1. 

The company has no funded debt. Its 
capitalization consists of $24,804,500 pre- 
ferred and $29,236,000 common. The pre- 
ferred stock has no preference as to assets 
over the common. Net assets as of De- 
cember 31, 1920, amounted, roughly, to 
$75,000.000 or practically $140 per share 


of stock. 
Business 
The business of the National Biscuit Co. 
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is almost exclusively the manufacture of 
crackers, or biscuits. It has something 
over 200 different brands on the market. 
The brands divide themselves naturally 
into standard sellers and popular sellers. 

The manufacturing facilities, as stated 
before, include over 40 plants. In 1920 a 
new bakery with six chain ovens was 
opened in New York City. Another 
bakery was opened in Pittsburgh, and still 
a third in Detroit. Some time this spring 
it is expected that new warehouse and 
manufacturing quarters—an_ eight-story 
building—will be opened near other prop- 
erties of the company at Marseilles, Ill. 
These will be used largely in the manu- 
facture of cartons, paper-board boxes and 





shipping containers; and it is expected 
that no ~additional facilities for this 
purpose will be needed for some time. 

The present carton factory at Marseilles 
is situated near unusual water-power fa- 
cilities which are at once an asset and a 
liability. They provide the power but sub- 
ject the plant to the possibilities of flood 
damage. Protection in this regard is fur- 
nished by a “carton-factory-reserve” which, 
with insurance, totals $2,700,000. 


Conclusion 


National Biscuit preferred is a 7% cum- 
ulative issue. This feature alone distin- 
guishes it from the common, which shares 
eqially in assets and has equal voting 





Changing From the Local to the Express 








rights. Since the company has proven its 
earning power by its financial perform- 
ances over two decades, the common as 
well as the preferred is entitled to rank 
as a conservative investment. 

The preferred is selling at this writing 
around 110 and the common around 107. 
Investors can place great confidence in 
them both. If the writer were a holder 
of the preferred at a price, say, ten points 
higher than the common, he would switch 
into the common; but he would not Ict 
irresponsible gossip lead him to sacrifice 
either issue at their present price level, 
which is the result of general conditions 
rather than. any weakness in this com- 
pany’s position and prospects. 


Suggestions for Timely Switches — Professional Character of Market and Readjustment of 
Business Causes Lack of Alignment 





ANY peculiar conditions now face 
the investor, or specvestor for that 
matter, and close tabs kept on these 
conditions and the irregular movements of 
securities will surely benefit those who 
are not asleep at the switch. It is time 
to change trains—from the local to the 
express. 

Let us examine some common stock 
issued in two classes, A“”’ and “B” stocks 
whose difference is arbitrary rather than 
real. We have the Pan-American, Ameri- 
can Tobacco, and Liggett & Myers issues 
that present many striking points of 
similarity for our purpose. 

The tabulation herewith explains at a 
glance the advantage of switching from 
each of the “A” stocks into the “B” stocks : 


Former 
Name Last Points dif- Divi- 
price apart ference dend 

Liggett &. Myers “A’’.. 153 - es 12 
Liggett & Myers “B”.. 149 4 8 12 





\merican Tobacco “A” 121 és + *12% 

American Tobacco “B” 117% 3% 5 %12% 

Pan-American “A’”.... 75 8 8 $6 

Pan-American “B”.... 67 as Se $6 

Reth. Beeh.. so sccccces 53% .. ee $5 

Reth. Steel “B” ...... | ane $5 
*Script. 


The holder of 100 shares of either the 
Liggett or Pan-American issues almost 
invariably pays a premium of from $400 
to $800 for the privilege of having a vote, 
and that kind of holder never bothers 
about voting, nor even sending in his 
proxy ! 

In the case of Liggett & Myers the out- 
standing “B” stocks is about half that of 
the “A” issue. It is not so active because 
nost of the interest centers in the holdings 
of the voting stocks where there is more 
available for trading purpose. Naturally, 
the holdings controlling the company are 
listributed among the “A” shareholders. 
It is very doubtful whether the privilege 
of voting is worth the sacrifice of $800 to 
the individual holding 100 shares. 

The same condition exists as to voting 
privileges in the case of American Tobacco 
and Pan-American Petroleum. Here also 
we find people cheerfully paying from $500 
to $800 per 100 shares for a privilege they 
seldom exercise. In the case of American 
Tobacco there is now outstanding nearly 
$10,000,000 mare of the “B” stock than 
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the “A” issue. Since the authorized 
quantity is $100,000,000 there will eventu- 
ally be double the quantity of stock. This 
will make the ratio one-third voting stock, 
and two-third non-voting. The “B” issue 
will eventually be the active one. 

Pan-American “B” is in the same po- 
sition. The latter is the issue into which 
Mexican Petroleum is being converted as 
fast as expedient. It enjoys exactly the 
same equities, dividend, and values as its 
more active brother, the “A” stock; but 
as indicated, shorn of its voting privilege, 
the investor would be content to leave the 
voting to Doheny et al, and draw down 
the bigger income. 

In the case of the Bethlehem Steel issues, 
the shoe is on the other foot. Curiously 
enough the neglected and cheaper plain 
“Bethlehem Steel” has all the voting power, 
while the popular Bethlehem Steel “B” 
has no say in the management of the com- 
pany. Perhaps the author is right about 
voting power being a nuisance, because the 
investor usually pays about $400 per 100 
shares more for the sterile “B” issue. The 
old Bethlehem Steel—without the letter 
“A”—together with the old 7% preferred, 
controls the company, yet apparently out 
of sheer perversity the investor pays 4 
points more for the much-beloved “Betty 
a 

The point occurs: how much is vot- 
ing power worth? A difficult question 
to answer. When Sam Weller (a Charles 
Dickens character), was asked whether 
he spelled his name with a “wee or a 
vee” he said, “it depended on the tastes 
and inclinations of the speller.” We tried 
to get the views of the Pan-American 
management on the subject, touching their 
issues; and an officer expressed the unof- 
ficial view that a point or two would about 
measure the value of the privilege—cer- 
tainly not more. 

The holders, therefore, of Liggett & 
Myers “A,” American Tobacco “A,” Pan- 
American (“A”) and Bethlehem Steel (old 
stock), who look purely to the investment 
angle, income return, and demonstrated 
value might well make the exchange, and 
invest the difference or pocket the change. 
It would not be a bad plan to take a few 


more shares of their corporation in the 
exchanged issue. Orders should never be 
“at the market.” 


Some Mystery Stocks 


It needs a good deal of nerve to express 
opinions about the growing group of 
mystery stocks that are being created. 
Some of them are mysteries because it 
needs a good deal of imagination to 
harmonize their intrinsic values with any- 
thing like their former prices; for ex- 
ample, General Asphalt formerly 160 or 
Houston Oil 178. While both have a 
substratum of investment qualifications, 
the oil end of these issues in the past 
has been exaggerated to super-gusher 
proportions. I still doubt whether at 67 
and 66 respectively, they represent any 
great investment bargain. Neither of these 
fast-movers pays a dividend, and in the 
case of Houston there was piled up 54% 
in arrears on the preferred issue. This 
preferred stock was eliminated by ex- 
changing it for “deferred dividend certifi- 
cates.” Presumably this arrangement in 
1918 cleared the tracks for the big express 
—Houston common. “Asphalt” also set a 
terrific speed as most people know, in fact 
these two stocks deserve the real palm for 
the “Follies of 1919.” They do not now 
pay dividends, and neither the bulls nor 
the bears are spreading the good or bad 
word either way. The writer’s idea is 
they will have to develop and earn a lot 
more money before anyone can even find 
an excuse to talk dividends. 

The third mystery that completes a his- 
toric triumvirate is the ill-fated Atlantic 
Gulf & West Indies that advanced from 
875% in 1917 to 192% in 1919; and declined 
to 42 a few days ago. Later there was 
a rally to 50. Without a doubt, “AGWI” 
has been sold short to a standstill from 
100 down to 50, or the writer is gravely 
mistaken. Without attempting an analysis 
of AGWI which is still nominally on a 
dividend basis of $10 a share, no confidence 
in the continuance of a common dividend 
is possible. Considerable financing is in 
sight, and without a doubt, banking in- 
terests now in the saddle will insist upon 
conservation of every nickel possible. 
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AGWI preferred at 37% paying $5 has 
probably fallen partly in sympathy, partly 
through frightened liquidation, and per- 
haps studied selling to facilitate the decline 
in the common stock, and make the whole 
proposition look bad. It is too early to 
be positive, but the writer would be sur- 
prised if any action occurred to interfere 
with the preferred dividend. Whichever 
way it goes the preferred stock looks very 
cheap at 37%. The dividend requirements 
on this issue are under $700,000, whereas 
the company piled up over $24,000,000 in 
the last four years—an average of $6,000,- 
000 annually. Doubtless, the future will 
not be so rosy, but the point made is this: 
there can be no comparison of the values 
and potential earning power as actually 
demonstrated, between the three stocks 
under consideration, namely, General 
Asphalt, Houston Oil and Atlantic Gulf 
& West Indies. 

Taking things as they are; making al- 
lowance for all the pessimistic things being 
said and done about Atlantic Gulf, it 
stands out as a remarkable corporation 
with a wonderful record, a clear future 
(after it is properly financed), and known 
good values. 

“Asphalt” and Houston are much more 
in the conjectural class; and all three 
promise future excitement for followers 
of that expensive indoor sport called 
“watching the tape.” 


Houston versus Reading 


Another good opportunity apparently 
occurs in the case of Reading common 
from above 100 to under 75, in accordance 
with the “fall” style in Wall Street of 
pounding them down when the good news 
is out. In this case the “news” has it that 
the stockholders were handed a lemon for 
the expected melon, and disappointment 
is pretended because stockholders would 
have to contribute $4 a share to secure 
an ownership of the new coal holdings. 

We formerly used to hear remarkable 
stories of the colossal values of these coal 
holdings—Reading’s hidden assets—when 
Reading was above 100. When the stock 
crossed 115, if I remember rightly, the 
same people who now claim that the coal 
holdings are now a liability almost, were 
as enthusiastic in asserting that the hidden 
assets were worth more than the stock 
was selling at. 

It seems to the writer, who does not 
wish at present to try and unscramble the 
Reading omelette, that even a superficial 
inspection of known values and earning 
power shows a much greater value both 
for the new coal stock, and Reading ex- 
rights. With the rights now valued 
around 16, this would make the stock about 
60 ex-rights, and as a $4 issue it would 
not seem to be a great bargain. Yet, it 
must be remembered that intensive develop- 
ment of the vast unmined areas of the coal 
holdings, that dominate the anthracite 
fields of Pennsylvania, should cause a 
good deal of profitable traffic to go over the 
Reading lines. The coal has to be hauled. 
even if it will not belong to Reading’s 
stockholders. Its holding of Jersey Central 
stock would also be included in a price 
of 60 ex-rights, and it is difficult to say 
just what Jersey Central would be worth 
on a real melon-cutting, and realization of 
that company’s real equities. 

Some study of the technical position of 
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Reading also leads the writer to helieve 
that the “disappointment” end has also 
been overdone, and that all who wished to 
get off the stock have ere this been duly 
accommodated. Taking into consideration 
its proven values, present dividend that 
seems to the writer very much assured, 
future earning power on more aggressive 
development of coal properties, and 
technical situation, an exchange from 
Houston Oil to Reading common seems ad- 
visable—and Reading seems to be a sound 
issue to buy and hold in any event. 

The coal stock—Reading Coal w. i. 
habitat N. Y. Curb—seems another likely 
issue between 30 and 35 for switching or 


exchange purposes, although it might be 
depressed for the purpose of accumulation, 


as was Pacific Oil, the oil-limb of Southern 


Pacific. Reading Coal and Pacific Oil, the 
divorcees of two powerful railroad systems, 
are likely. to be joined by others in the not 
distant future. Norfolk & Western as 
well as Lehigh Valley are likely to adopt 
the procedure, and some time this year or 
next quite a group of segregated issues 
will seek absorption into investment chan- 
nels. At present, the Reading and South- 
ern Pacific issues, represented by a coal 
and oil stock look very promising, and 
the new issues seem much undervalued be- 
tween 30 and 35. 








HIGHWAY BONDS AS INVESTMENTS 
(Continued from page 609) 








financing highway improvements from the 
ideal standpoint, and have assumed that 
the Legislature has dealt generously and 
liberally with counties, districts and town- 
ships. If the necessary powers to issue 
bonds, such as I have described, do not 
exist, they should be asked for, and I 
believe that the Legislature will not hesi- 
tate to grant them, if it can be done within 
the limits of constitutional restrictions. 

Constitutional restrictions sometimes 
compel resort to other methods. For in- 
stance, if there be a constitutional limit 
of indebtedness, and the counties, town- 
ships or districts in a State have become 
generally indebted to an amount approxi- 
mating the constitutional limit, resort 
must of necessity be had to an unusual 
and less desirable type of security to 
finance highway improvement. Resort 
must be had to special assessments for 
benefits payable in annual instalments, ex- 
tending over a term of years, and to the 
issuance of bonds which are payable only 
from such special assessments. The 
courts have held that when a special 
fund for the payment of a bond is so 
created, and the obligation of the county, 
township or district is limited to the col- 
lection of the assessment and its applica- 
tion in payment of the obligation, and 
there is no recourse over and against the 
general property or funds of the obligant, 
no debt is created within the meaning of 
the constitutional prohibition. 

But these obligations are not acceptable 
in the market. They can only be placed if 
they bear a high rate of interest, and 
many times, they must be sold at a dis- 
count. Frequently they are issued directly 
to contractors, who have bid for the 
work, knowing that they must take pay- 
ment in this form. The cost of the im- 
provement is increased, because the con- 
tractor so bidding will add enough to 
absorb any discount at which he will be 
obliged to sell the bonds. The price of 
money necessary to finance an improve- 
ment when raised in this way will be 
great. When money may be borrowed 
upon a general obligation of a county at, 
say, 5% per annum, it will be found neces- 
‘sary to pay 6% upon a special assessment 
obligation at the least. Sometimes the 
special assessment obligations will be dis- 
posed of to the ultimate investor so as to 
net him 7, 8 or 9% per annum. The pub- 
lic must pay this return to the investor 
in some form or another. 


Keep the Buyer of Securities in Mind 


In financing road improvements the 
effort should be to issue a security which 
will be attractive to the investor. It is 
good business for the county, township 
or district. It is also good business for 
the banker. The certainty of payment on 
the due date of an obligation is of the 
essence of all successful business, and 
everything that can be done to assure the 
investor that on the day stated, the amount 
of his loan will be repaid to him, will 
tend to reduce the cost of the loan to 
the borrower. 

When the type of security and all the 
particulars as to rate of interest, date of 
maturity, etc., have been fixed, the bonds 
should be offered to the public under con- 
ditions which will assure the quickest pos- 
sible delivery. It is usual: to require the 
examination of a municipal or county 
obligation by a recognized bond attorney 
before it is accepted by the purchaser. 
The best practice is to have this step 
taken and the opinion secured before the 
bonds are offered for sale. If that be 
done, then substantially immediate deliv- 
ery is assured, and the risk or probability 
of fluctuations in the market is reduced 
to a minimum. 


ALL TIMES TO 





THE GREATEST OF 
SAVE 

Never in your life have saving and sound 
investing meant so much to the average 
man or woman as today. A 50-cent dollar 
saved now will be worth 100 cents or more 
to you, in all probability, when you most 
need financial independence. 

Today prices for commodities are high 
and wages are high. The dollar is worth 
only half as much as it used to be for 
purchasing necessities or luxuries. 

Take a few of these 50-cent dollars and 
put them in a sound investment security. 
Sound investment securities are really bar- 
gains today. High prices for commodities 
are falling. The time will come when nor- 
mal conditions will be restored and the 
dollar will regain its old time buying 
power. Then your savings and the in- 
come which they will bring you will be 
worth much more than they would be now. 

Not only is the purchasing value of the 
dollar bound to increase, but by investing 
now you will take advantage of the lowest 
prices for sound securities known in many 
years —H. M. Byllesby & Co. 


THE MAGAZINE OF-WALL STREET 








it be 
ition, 
thern 
|, the 
ems, 
> not 
lh as 
dopt 
r or 
Sues 
han- 
uth- 
Coal 
alr d 
be- 





























Midvale Steel & Ordnance Co. 








Competition Resumed in Steel Industry 


Midvale Takes Drastic Steps to Meet New Conditions — Period of Declining Earnings 
Anticipated — Conservative Management an Important Asset 


-YINCE last December, Midvale has 
taken three definite and decisive 
steps to meet the new conditions 

brought on by the depression in the steel 

industry. At the end of the year just 
closed, it announced a downward revision 
of the wage schedule. This was followed 
in the early part of January by the an- 
nouncement that dividends would be cut 
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from $1 quarterly to 50 cents quarterly; 
and a few weeks later, it inaugurated a 
more broadly competitive era in the steel 
industry by lowering the prices of some of 
its important products $2-$8 below the 
prevailing U. S. Steel or Industrial Board 
basis. 

Each one of these actions was sympto- 
matic of the changed conditions in the 
industry. While each was an interesting 
manifestation of an at- 
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basis. When Midvale broke through this 
level, therefore, it was practically the first 
large independent maker to renew the old 
competitive conditions which had not been 
in force in this industry since the early 
days of the war. 

With particular regard to Midvale, it 
is interesting to speculate as to how this 
important producer will fare under com- 
petitive conditions. Essentially, this will 
depend on its financial condition, the 
efficiency of its plants and working forces, 
and the economy and skill of its manage- 
ment. On the score of each of these 
points, the situation is favorable... Taking 
up each point in order, it can be said (1) 
that the company’s finances are in a satis- 
factory position; (2) that during the past 
few years enough money was put into the 
plants to make them among the most 
efficient in the .country, and (3) that the 
Midvale management is recognized as 
extremely capable, both as regards plant 
operation and financial management. So 
for as these facts indicate, therefore, the 
company appears to be in a position which 
should help it to successfully grapple with 
the problems presented by the present lean 
period. 

The conservative and economical policy 
of the management is exemplified in two 
ways: first, by the cut in dividends, and, 
second, by the wage reductions. Both of 
these, no doubt, were in anticipation .of 
the price cut which followed. The cut in 
dividends conserved cash at a time when 
this was essential, while the reduction in 
wages, amounting to about 20%, at least 
compensates for the reduction in prices. 
The net result should be beneficial in 
such a time as this. 


Decline in Operations 


During the first quarter of 1920 the 
company operated at about 75% plant 
capacity, and reached its peak in the fol- 





lowing quarter when operations rose to 
85-90% capacity. Equally good results 
were obtained during the greater part of 
the third quarter, but at the end of the 
latter period, operations commenced to 
decline. As the slump in the steel indus- 
try took on more pronounced character, 
operations dropped almost perpendicu- 
larly, until, at the end of the year, they 
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were barely at 25%. Although the first 
seven or eight months of the year pro- 
duced excellent business, the unfavorable 
results of the latter part of the year 
brought the average for the year’s opera- 
tions down to about 50% capacity. 

The changing conditions in the steel in- 
dustry became strikingly evident during 
the last quarter of the year. In _ that 
period, net earnings amounted to $1.02 
a share on the, 2,000,000 shares of capital 
stock, This contrasts 
with $222 a _ share 








tempt to cope with an 
unfavorable situation, 
by far the most im- 
portant and suggestive 
of the three was the 
cut in prices. 

Long before Mid- 
vale cut its prices, 
steel and iron prod- 
ucts commenced to 
decline, but these de- 
clines were carried 
further by the smaller 
makers, who, in the 
instance of certain 
products, did not hesi- 
tate to cut their prices 
below the level of the 
leading interest. The 
larger independent in- 
terests, such as Mid- 
vale, still adhered to 
the Industrial Board 
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ing quarter, and with 
$2.17 a share in the 
quarter before that. 
Total net income for 
the year amounted to 
$6.18 a share, as 
against $5.19 a share 
in 1919, 

The general results 
of the year were not 
unsatisfactory as com- 
pared with the previ- 
ous year, but it must 
be remembered that 
this was the result of 
a period of great ac- 
tivity in the steel in- 
dustry, a condition 
which no longer ex- 
ists. The really sig- 
nificant feature of the 
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Midvale earnings situation, theréfore, is to 
be found in earnings for the fourth quar- 
ter, which showed a striking decline. The 
trend was clearly indicated by this devel- 
opment, and, although there are certain 
compensating features, like the wage re- 
duction, the effects of which will become 
noticeable for the first time in the first 
quarter of the current year, it is hardly 
probable that the company can even equal 
the record of the last quarter of 1920 
within a few months. 

In a word, the trend of earnings is 
downward, and it must be admitted that 
in a lean period Midvale can show some 
fairly poor results. Thus, in the second 
quarter of 1919, it earned only 48 cefts 
a share, which would not cover the present 
dividend rate. With this prospect in 
view, the action of the Midvale manage- 
ment in cutting dividends to the $2 basis 
may be interpreted as anticipating a 
period during which earnings may be 
barely above the current dividend rate. 


Finances in Good Shape 


Midvale has consistently followed a 
policy of conservatism with regard to 
dividends. Despite very large earnings 
during the war years, dividends were heid 
down to comparatively modest propor- 
tions. Thus in the period 1916-1918, earn- 
ings amounted to $48.12 a share, out of 
which only $12 was paid to shareholders, 
the balance being put back into the prop- 
erty or added to the liquid holdings of 
the company. During the same period, 
Midvale wrote off approximately $20,- 
000,000 for depreciation. This alone 
amounted to $10 a share on the outstand- 


ing capital stock. Thus after depreciation 
and all charges, Midvale added $36.12 a 


share to surplus. In round figures, this 
amounted to about $73,800,000. 

In the following year, 1919, earnings 
took a sharp drop, owing to conditions 
arising from the conclusion of the war. 
Midvale, it will be remembered, was one 
of the biggest factors in this country with 
regard to the production of munitions. 
Some of its plants had been constructed 
solely with that end in view, and were 
practically useless for other purposes, with- 
out considerable alteration. Therefore, 
when the end of the war came, it found 
the company unprepared, like many others 
of its class. The readjustment was a 
particularly severe one, and showed itself 
in the earnings, which dropped from $14.60 
a share in 1918 to $5.19 in 1919. 

Analysis of the company’s earnings 
during the two post-war years is illu- 
minating. It cannot be said that they com- 
pare favorably with the war earnings, and 
this leads to the question as to the com- 
pany’s prospects in time of peace. While 
the fall in earnings in 1919 can be 
ascribed to the unsettlement caused by 
the ending of the war, the same thing is 
not true of 1920. Earnings of $6.18 a 
share in that year, while slightly above 
those of the preceding year, by no means 
compared favorably with earnings for the 
preceding three years. It must be re- 
membered that 1920 was an excellent steel 
year, and if Midvale could not do any 
better than earn $6.18 a share in such a 
period, there is a legitimate doubt as to 
what it can earn in an ordinary period, 
such as we are likely to have for a year 
or two. 
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Nevertheless, earnings during the five 
years of its corporate existence, strength- 
ened ‘the finances of the company suffi- 
ciently to enable it to meet existing 
exigencies in a _ satisfactory manner. 
During this period, it earned a total of 
$50.60 a share, out of which $20.50 a 
share were paid in dividends; leaving a 
balance of $39.10 a share for surplus. 

As of January 1, 1920, the company 
had about $40,000,000 in marketable seour- 
ities, the bulk of these being in Liberty 
bonds and certificates of indebtedness. Its 
cash position, while showing a drop from 
other years, was still formidable. In fact, 
there were times last year when Midvale 
was one of the heaviest lenders in Wall 
Street, indicating that it had more cash 
than was necessary in the business. The 
balance sheet for 1920 is not yet publicly 
available, but it is to be doubted that 
there have been any great changes with 
regard to the liquid position of the com- 
pany. Interest from its investments alone 
would bring $2,000,000 a year, equivalent 
to $1 a share on the stock. - Midvale’s 
financial position apparently is satisfac. 
tory. ; 

Capitalization 

Midvale’s total capital indebtedness is 
about $155,000,000. Of this amount, funded 
debt, including bonds of subsidiary com- 
panies, is $55,000,000, with the balance of 
$100,000,000 in capital stock of $50 par 
value. Of the funded debt, there are $43,- 
436,500 twenty-year sinking fund convert- 
ible gold 5s, due March 1, 1936. Of this 
amount, $1,650,000 is held in the treasury. 
There are thus $41,786,000 of these bonds 
in the hands of the public. 

The bonds are convertible into stock at 
any time before maturity on the basis of 
ten shares of stock for each $1.000 bond. 
The stock has never sold at a price to make 
conversion of the bonds profitable, and it is 
to be doubted that this feature will be of 
practical value for a long time, consider- 
ing that the stock is now selling at about 
$30 a share, as compared with $100 a 
share, the price at which conversion of 
the bonds begins to become profitable. 

The bonds are a direct obligation of the 
company, and are secured by deposit of 
all the capital stock of the Cambria Steel 
Co. acquired or to be acquired. There 
are 875,295 shares of this stock deposited 
at present, representing an investment of 
$25,000,000 in excess of the par value of 
the outstanding bonds. Cash, Liberty 
bonds, etc., are more than sufficient to 
retire this issue while property account is 
carried at over $170,000,000, almost four 
times the value of the outstanding bonds. 
From the standpoint of this high value, 
the bonds appear well secured. 

Midvale Steel 5s are now selling at 
about 76, which is only a few points higher 
than the lowest price at which the bonds 
have sold. At this price, they yield 
slightly over 8% to maturity. Interest 
from the company’s investments is just 
about sufficient to pay for the interest on 
these bonds. Considering the safety of 
principal and, for all practical purposes, 
the safety of interest, the bonds appear 
unusually attractive at current prices. 

The public at large is naturally more 
interested in the stock than in the bonds. 
There are about 22,000 shareholders, as 
compared with 15,000 a year ago, suggest- 
ing that there has been considerable dis- 


tribution under cover of the higher prices 
which prevailed last year. The invest- 
ment element in this stock is not so pro- 
nounced as the speculative. While it is 
possible to point to a fairly large book 
value—about $77 a share, as compared 
with a market price of 31—it is of greater 
importance to know that earnings show 
very wide fluctuations. 

Considering the wide variation in earn- 
ings and the fact that the company’s posi- 
tion under competitive conditions has yet 
to be demonstrated, the stock appears to 
be a somewhat uncertain proposition. 
However, the competitive position of most 
steel companies is uncertain at present, 
so that this factor is not particularly 
derogatory with regard to the company 
under discussion. 

The present rate of dividends is reason- 
ably secure, and, in view of the fact that 
the company’s good financial position will 
prove a bulwark against the difficulties 
created by the current situation, the stock 
seems a fair purchase from a long-range 
viewpoint.—vol. 26,.p. 545. 





GOVERNMENT THRIFT STAMPS 

With the placing on sale of the new $1 
Treasury Saving Stamp and $25 Treasury 
Saving Certificate in addition to the Sav- 
ing Securities that have been sold in the 
past, Treasury Department officials antici- 
pate that during the coming year the 1921 
securities will be purchased in large 
volume and that the Government’s move- 
ment for thrift, savings and investment in 
Government securities will continue to 
show good results. The character of these 
securities to be sold during this year is 
explained in the following statement by 
Secretary Houston of the Treasury: 

“The 1921 securities consist of the 
twenty-five cent Thrift Stamp, which bears 
no interest and is used to evidence pay- 
ments on account of War Savings Stamps 
and Certificates, the one dollar Treasury 
Savings Stamp which bears no interest and 
is used to evidence payments on account 
of War Savings Stamps and Treasury 
Savings Certificates, the $5 War Savings 
Stamp, and the registered Treasury Sav- 
ings Certificates in denominations of $25, 
$100 and $1,000 (maturity value). 

“As in previous years, the issue price of 
the War Savings Stamp is $4.12 in Janu- 
ary, and increases one cent a month to 
$4.23 in December. The issue price of the 
$25 certificate is $20.60 in January, and 
increases at the rate of five cents a month 
to $21.15 in December, and the issue price 
of the $100 certificate is $82.40 in January 
and increases at the rate of twenty cents 
a month to $84.60 in December. The $1,- 
000 certificate will be sold for $824 in 
January and the price increases at the rate 
of $2 a month to $846 in December.” 





A BUSINESS MAN’S BOOK 

“The Financial Organization of So- 
ciety,” by Harold G. Moulton, Associate 
Professor of Political Economy in the 
University of Chicago, includes a study 
of all the numerous types of financial in- 
stitutions, commercial banks, trust compa- 
nies, stock exchanges, investment banks, 
commercial paper houses, farm loan banks, 
etc.; and it shows their interrelations as 
parts of a general financial structure and 
describes their combined functions in the 
modern economic system. 
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U. S. ALCOHOL 
Still in Strong Position 

U. S. Industrial Alcohol appears to be 
in a very strong position financially and 
until the last month or two of 1920 the 
demand for its output .was substantially 
equal to production. Although production 
during 1920 was only about two-thirds of 
capacity, still, the earnings of the com- 
pany for the past year, it is estimated, will 
approximate $20 a share. The company 
practically has the field of operation to 
itself, having no serious competition. Re- 
cent rumors of financing were without 
foundation and there is no reason to sup- 
pose there has been much, if any, over- 
expansion. The existing demand for 


alcohol is fair and the company’s opera- 
tions at no time in the immediate future 
seem likely to fall below 50% of capacity. 


MINN. & ST. LOUIS 5s—1962 


Not High Grade 

Minneapolis & St. Louis refunding and 
extension 5s of 1962 are an authorized 
issue of $75,000,000, of which $4,085,956 
are outstanding and $2,714,044 are held in 
the company’s treasury. They are callable 
at 105 and interest on sixty days’ notice. 
They are a first lien on 229 miles of track 
and a second lien on 276 miles. Of these 
bonds, $39,301,000 are reserved for re- 
funding, improvements and purchase of 
equipment. This issue is fairly well 
secured, but is not first-class, and a switch 
into Peoria & Eastern Ist 4s of 1940 would 
seem wise, as this security has a consid- 
erably higher rating as an investment. 


AMERICAN SMELTING 


Management Dispute and the Preferred 
Stock 
We know of nothing in the dispute over 
the management of this company that in 
any way does, or is likely to affect the 
status of this security permanently. While 
the earnings of the company, as a result 
of the depression in the copper business, 
have fallen off considerably, a change for 
the better seems to be close at hand, and 
in the circumstances we believe holders 
should keep their stock. 


WOOLWORTH—KRESGE—UNITED 
Leading Chain Stores 


Woolworth (F. W.) & Co. Incorpo- 
rated December 15, 1911, in New York 
State. Original capital authorized and 
issued consisted of $15,000,000 7% cumu- 
lative preferred and $50,000,000 common 
stock. Net profits so far made public, 
for period of five years ended 1919, were: 
1915, $7,548,210; 1916, $8,713,445; 1917, 
$9,252,349; 1918, $7,088,716; 1919, $10,361,- 
557. Preferred dividends of 7% have been 
paid regularly since April 1, 1912. 

Common dividend payments in year 
1915 were June, 1915, to March, 1916, 14% 
quarterly. In June, 1916, 2% was paid 
quarterly, which rate has since been 
maintained. A stock dividend of 30% 
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was paid on the common June 1, 1920. 
On- February 15 the closing quotation 
of the stock was 112% for the common 
and 112 for the preferred. 

Kresge (S. S.) Company. Incorporated 
March 9, 1916, in Michigan. Original 
capital authorized and issued $10,000,000 
common and $2,000,000 7% cumulative 
preferred. Profits for five years ending 
1919 were: 1915, $1,293,219; 1916, $1,809,- 
126; 1917, $1,860,988; 1918, $1,701,000; 
1919, $2,280,201. 

Dividends on preferred paid regularly 
each quarter. Initial dividend of. 14% 
paid on common July 1, 1916; December 
31, 1916, 144%; July 2 and December 31, 
1917, 2%; July 1 and December 31, 1918, 
and July 1 and December 31, 1919, 244%; 
July 1, 1920, 3%. In addition a dividend 
of 1% was paid on the common December 
31, 1919. Present quotations, common 130 
and preferred 97. 








On every Answer to Inquiry sent 
out by the Inquiry Department of 
The leadasins of Wall Street is 
printed the following notice: 

“Securities Classed by Us As 
Speculative Should Not Be Bought 
by Small Investors.” 

A subscriber has inquired why we 
include this notice in our answers. 
We are glad to explain: 

Persons of limited means should 
not speculate in securities—or in 
anything else. They should confine 
their security purchases to issues of 
a strictly investment character—that 
is, issues which represent strong 
companies and share first in their 
earnings. 

By so doing these people will be 
contributing to the best that is in 
business; and they will be safe- 
guarding their own future. 

The Magazine of Wall Street be- 
lieves so thoroughly in this idea 
that it wishes to take every means 
of driving it home. 




















United Cigar Stores Company. Incor- 
porated May 6, 1901, in New Jersey. 
Original capital $750,000 7% cumulative 
preferred and $1,250,000 common of $100 
par value. Funded debt outstanding 
$2,850,000 6% debentures. Outstanding 
preferred $750,000 and $900,000 common. 
This company was absorbed by the United 
Cigar Stores Company of America, of 
which we give the earnings statements and 
dividend record for the last four years, 
which are all that are available. 

Net earnings for 1916, $3,059,933; 1917, 
$3,423,501; 1918, $5,010,205; 1919, $5,921,- 
368. Dividends, initial payment of 14% 
quarterly on preferred December 15, 1912, 
which raté has since been maintained. 
Common dividends from February, 1914, 
to May, 1915, 1%% quarterly; August, 
1915, to February, 1917, 134%; 1919, 
2%4% quarterly. No dividends were paid 
thereafter until January 2, 1920, when 6% 


in cash was paid. On April 1, .1920, a 
stock dividend ot 10% was-paid on the 
common. Present quotations for pre- 
ferred are 106 and common 150, 


INVESTMENT FOR $50,000 
Diversified Bonds and Preferred Stocks 

We herewith offer a list of. carefully 
selected issues from which we feel in- 
vestors would do well to choose: 

Convertible bonds—Goodrich 7s, giving 
a flat yield of 83% and a yield, if ‘held 
to maturity of 11.3%. . Southers- Pacific 
5s, giving a flat yield of 5% and 5.1% to 
maturity. Norfolk and. Western. convert- 
ible 6s, giving a flat yield of 5.7%, and to 
maturity of 5.3%. ; 

Long term bonds—Peoria & Eastern Ist 
4s, giving a flat yield of 7.7%, and if held 
to maturity 9.4%. Friseo Prior Lien 4s, 
a flat yield of 6.3% and to maturity 7%. 
Southern Pacific Col. 4s flat 5.7%, to ma- 
turity 62%. New York Telephone 4%s, 
flat 6%, to maturity 68%. Bush Ter- 
minal Bldg. 5s, flat 7.4%, to maturity 
7.7%. 

Short term notes — Anglo-American 
7%s, giving a flat yield of 7.5%, and if 
held to maturity 7.5%. Texas Company 
7s, flat 7.1%, and to maturity 7.7%. 

Preferred stocks—General Motors 7% 
debentures, U. S. Rubber 8%, Bethlehem 
Steel 8%, American Woolen 7%, Western 
Pacific 6%. 


GOODYEAR 


Not Attractive 

We are not favorably inclined toward 
Goodyear. Its financing plans call for new 
issues of $85,000,000, of which about $50,- 
000,000 will be 8% bonds, increasing fixed 
charges by about $4,000,000 annually and 
placing the common stock in a position 
where the payment of dividends will be 
very remote. B. F. Goodrich common, 
paying 6% on its stock, and selling at 
about 40, appears to be much more at- 
tractive. 


WORTHINGTON PUMP 
Its Record 

Except for the closing few months of 
the past year, Worthington Pump’s for- 
eign and domestic business held up ex- 
tremely well. Since the latter part of 
October new business has come to hand 
in fair volume, and during the past few 
weeks has shown improvement. Up to 
the end of January bookings were $10,- 
000,000 ahead of a year ago. The com- 
pany has no floating indebtedness, though 
its cash position is not quite so strong 
as a year ago. This change in the cash 
position is due to the readjustment that 
practically all industrial concerns found 
it necessary to make in their inventories. 
After payment of dividends on all classes 
of preferred stocks out of earnings for 
1920, there was left for the common stock 

(Continued on page 648) 
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Building Your Future Income 
With Rhyme and Reason 


O act reasonably should be dead easy ; 
yet its very ease makes it difficult. 
The “Imp of the Perverse” is strong 

in the average man, and where only the 
most elementary logic need be applied to 
invest’ safely, if not profitably, prudence, 
discretion, and plain everyday sense are 
often thrown to the winds. 

The proof: Thousands of sensible peo- 
ple will be found buying and losing money 
in shares of some unseasoned, risky se- 
curity, without any question as to its age, 
merits, earnings, sponsership, and other 
necessary fundamental data. They will 
chance thousands of dollars almost with- 
out inquiry, and then wonder what hit 
them when their investment commences to 
melt. 

They will buy without knowing exactly 
whether their oil company makes vase- 
line, kerosene, gasoline, or three-in-one. 
Hazily, it’s an oil stock, put out by a 
near relative of the Gouldabilts. It might 
be near the North Pole so far as transpor- 
tation facilities are concerned, but what is 
“marketing” in the young life of the in- 
vestor who has been tipped off to buy on 
the ground that Standard Oil is bursting 
with envy, and even now accumulating 
it. 

Not every item of “Street” informa- 
tion is false; some rumors prove true: 
big companies actually do buy into prom- 
ising fledglings. 

But the odds against the kind of guess- 
work which often leads to such rumors 
are about one hundred to one. 

The buyer without zhyme and reason, 
who hastily memorizes some half-boiled 
statistics (that he does not understand 
anyway), takes a look at the quotation— 
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compares his new friend with some others 
that have made good for very different 
reasons, and then sends in the fatal order 
to “buy at the market,” has only himself 
to blame for the sad disillusionment on 
the morning after. 

Did you ever see the same man buy a 
horse or a dog, and not ask for its age, 
pedigree, number of teeth, coloring, habits 
under all conditions, price, and every other 
credential possibly to secure? 

The man has a perfect right to know 
all these things. There is method to his 
madness in asking those questions, and he 
would explain with pride that he knows 
all about dogs and horses, and doesn’t buy 
without rhyme or reason. 

* * « 
SPECTACULAR trader on the New 
York Curb Market used to buy and 
sell 10,000 share lots of any kind of 

stock during the war-bride market of 1915 
and 1916, without knowing the first thing 
about stocks—statistically we mean. He, 
however, knew a whole lot about psychol- 
ogy of trading, and made good out of the 
fluctuations. He used to deal mainly in 
excitement. If a stock was active and 
looked like going higher, he would buy 
10,000 or more, and a point or two in 
profit would mark the end of his inter- 
est. 

He rushed in one morning where the 
crowd of traders was thickest and ex- 
citement was most intense. He heard them 
bidding “5 for Hercules!” and he bought 
every share offered up to 6. The excite- 
ment died down, and he found himself 
“long” of a sizeable portion of the cor- 
poration, at a substantial depreciation from 
his cost price. 


“What's this Hercules anyway?” he then 
asked. “Oh,” said a. bystander, “That’s 
Ray Hercules ... mining company... 
struck a new vein or something... but 
officials deny it!” 

“Hell!” ejaculated the trader, “I thought 
it was a powder stock.” And he lost no 
time in throwing his holdings overboard, 
and realizing a very handsome loss. 

This man took his loss stoically because 
he was there to take chances, knew that 
he knew nothing about stocks, but was 
profiting from a different angle of the se- 
curity proposition—namely, his ability to 
judge fluctuations. 

The public at large makes its big losses 
by mixing its poor judgment of fluctua- 
tions with its more poorly equipped ideas 
of values. The chronic loser buys first 
and inquires afterwards—very long after- 
wards, in fact only when his investment 
is “way down.” Then he is anxious to 
know all about it. He exerts his reserve 
stock of rhyme and reason after the event 
instead of before. 

Is successful investing any different in 
its essential from making a success in 
buying shoes, a hat, a horse, or a house? 
Would a home-buyer start building without 
proper plans and estimates; or would he 
buy a ready-built house without inspecting 
the property from roof to cellar, and from 
the wall-paper back to the plumbing? He 
would not! He would take no one’s 
word for it, and inside information would 
not move him to part with the initial 
deposit. 

The same good sense, the same rhyme 
and reason, should prevail on a more 
general scale in the investment security 
field. 
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Y, success in investments will seem 
small as compared with what some 
men in other vocations have done, 
but my experience may help men whose 
income is small and whose opportunities 
for successful investment have been few. 

In 1898, at twenty-eight years of age, I 
began my first pastorate with a salary of 
$1,200.00 a year. The task of working my 
way through college and theological sem- 
inary had left me with only enough money 
to pay. for a portion of the goods needed 
to furnish our first home. I was fortunate 
in Marrying a woman of excellent health 
and power of management. The first step 
for a man of limited income to make, if 
he wishes to get ahead financially, seems 
to be to get a good wife. 

My wife agreed with me on three propo- 
sitions—that we should give one-tenth of 
our income to religious and philanthropic 
work, that we should save at least one- 
tenth of our income, and that I should look 
out for the investment of our savings while 
she tried to make the allowance for house- 
hold expenses go as far as possible in 
meeting our needs. 


Life Insurance the First Investment 


My first investments were for endow- 
ment life insurance policies in one of the 
strong old line companies, for I believed 
my first duty was to protect my wife 
against total loss of income in case I should 
pass away. As I believed I would have 
thirty years of work in the ministry, the 
policies were made out on the thirty-year 
endowment plan. One policy was for 
$2,000.00, and the premium was $31.26 
every six months. The other was for 
$3,850.00, and the premium was $47.79 
every six months. I arranged to have a 
premium come due every three months. 

I felt that. I was laying by for future 
needs the sum of $158.10 every year, which 
vas quite a little more than one-tenth of 
my ificome. If I should die the insurance 
would be a great help to my widow. If I 
should live for thirty years the money 
which would then come to me upon the 
expiration cf the policies would not be 
much more than I had paid on premiums, 
but I would have the satisfaction of sav- 
ing more money than I would probably 
have done on any other plan. 


A Stranger Sounds a Warning 


For four years the premiums for life 
insurance took all the money we could 
save, and then some things happened which 
convinced us that we ought to make some 
additional investments. 

One day a stranger called to ask for help 
in getting a job. He said he had been in 
the ministry for forty years, spending all 
of his time with weak churches in rural 
districts. He had always received a small 
salary, and out of that he had given a good 
deal to erect new church buildings and to 
carry on religious work. He was now al- 
most penniless with his aged wife de- 
pendent upon him. Their two married 
children had families of their own that 
required all their income. 
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Financial Independence on a Minister’s Salary 


How a Clergyman Built Up Protection Against Times of Need 


By “A PASTOR” 


I got this minister a job in a lumber 
mill at light work, and he managed to keep 
himself and wife out of the poorhouse. 
He exhorted me to be warned by his ex- 
ample and to make some investments which 
would prevent me from getting into the 
condition he was in. 

At just about the same time I learned 
that a minister who was attending the 
fiftieth reunion of his class at the theo- 
logical seminary from which I was gradu- 
ated, was so discouraged over his condi- 
tion of financial dependence and his in- 
ability to get work of any kind that he 
had taken his own life. 

In the face of these events I decided I 
must make some investments, and that I 
had better try to be financially. independent 
at fifty years of age. There was a tradi- 





“Accomplished Facts” 


N a letter accompanying 
his article, “A Pastor” said, 
in part: ~ 

“The results I have achieved 
seem small as compared with 
the contemplated results of 
‘Clericus’ in his article in 
your issue of September 4, but 
they have the advantage of be- 
ing accomplished facts. 

“I appreciate your maga- 
zine very much, and I hope its 
circulation in public libraries 
and among persons of small 
means may be greatly in- 
creased. 

“Very truly yours, 
“A Pastor.” 











tion among ministers that unless a minis- 
ter is unusually vigorous or fortunate he 
will reach the “dead line” at fifty, when 
large and flourishing churches will not 
want him. I am thankful to say that con- 
ditions are now much better than they 
were even twenty years ago, and that 
ministers who are in the prime of life are 
now in demand. 


Buys Lots at Bargain Prices 


In 1902 I saw an advertisement of five 
house lots in the outskirts of the city which 
were for sale at $150.00 for all five. I 
knew that whenever the lots should be in 
demand for building purposes they would 
sell for one hundred dollars apiece. I had 
only fifty dollars, but I saw the firm having 
the lots for sale, and arranged to pay 
fifty dollars down, fifty more in four 
months, and the final fifty dollars in eight 
months from date. 

Saving that money was no easy task, 
for we now had two children, and my 
salary had not been increased, but in some 
way we did it, and then had the joy of 
holding a warranty deed and abstract of 
title to five lots. I found a man living near 


the lots who agreed to pay the taxes each 
year in return for the privilege of having 
a vegetable garden on the lots. It was a 
long time before population moved in the 
direction of these lots, but I sold them iu 
the Spring of 1919 for $500.00 net to me. 
and invested that amount in tax-exempt, 
eight per cent preferred stock of a long- 
established manufacturing corporation 
which had never passed a dividend. I 
therefore now receive an incomé of forty 
dollars a year from an original investment 
of $150.00. 

In 1904 I was offered a ten-acre tract on 
the border of the city for $1,000.00. I had 
only one hundred dollars, but I knew where 
I could borrow two hundred dollars more, 
The seller accepted three hundred dollars 
in cash and a mortgage for $700.00. I was 
able to pay back the two hundred dollars 
out of savings, and to clear off the mort- 
gage by a loan secured by my insurance 
policies. 

I got a neighbor to plow the tract and 
cultivate it, and to pay the taxes and a 
small sum besides each year for the rental. 
I prepared a sketch showing how the tract 
could be divided into large house lots. 
With the help of that sketch an agent sold 
the lots four years after I bought them 
for $1,925.00 net to me. 

In 1905 I had an opportunity to buy a 
farm of 320 acres in Nebraska for $3,- 
000.00. Investigation convinced me that 
the land was good and that the neighbor- 
hood would grow, even though some per- 
sons thought that the rainfall might not be 
sufficient for good crops every year. I 
had no money, but my credit was good, 
and a friendly banker accepted my propo- 
sition to give him a mortgage on the farm 
and also on the ten-acre tract mentioned 
above in return for $3,000.00 to buy the 
farm. I then learned one of the most val- 
uable lessons of my life—to consult a good 
banker about every proposed investment. 
The sale of my ten-acre tract enabled me 
to make a good payment on my farm. 
The farm rented for enough to pay the 

taxes and to help secure improvements. 


Adds a Farm to His Invetments 


In 1907 I learned that 160 acres adjoin- 
ing my farm could be bought for $1,100.00. 
Again I had no money, but the seller was 
willing to accept a mortgage for $500.00, 
and I borrowed the rest on my insurance 
policies. In 1908 I had a chance to buy 
another 160 acres for $1,800.00. The seller 
accepted a mortgage for $1,000,000, and I 
borrowed the rest from a banker on my 
personal note. Later I added forty acres 
more at $500.00, paying the amount with 
money secured from a friend on my note. 

Paying these notes and clearing off the 
mortgages has been no easy task. A third 
child had come to us, and the expenses of 
our family increased every year. Crops 
have been light occasionally, and the rent 
payments small. Improvements have had 
to be made on the property nearly every 
year, but increases in my salary and our 
habit of thrift have enabled me to make 
interest payments promptly, and finally to 


623 





clear the property of all incumbrances. 
Meantime, my early prediction that the 
farm would increase in value to seventy- 
five dollars an acre has been fulfilled, for 
my agent now assures me that the prop- 
erty is worth $50,000.00. 


Security Investments Since Then 


After getting the farm clear I turned .o 
other investments, for we no longer live 
in the Middle West, where land values 
have made such an advance. I have fol- 


Uses 


EASEHOLD insurance is based on 
the earning power of real estate, as 
distinguished from its intrinsic value. 

You can secure leasehold insurance 
whenever some valuable consideration has 
been paid for the possession of a prop- 
erty, over and above the regular rent; 
or whenever any expenditure for improve- 
ments has been made; or whenever the 
possession of a lease results in a profit 
to the lessee, and when in any of these 
cases the occurrence of a fire would termi- 
nate the lease and cause a loss to the 
lessee of the purchase price or bonus, or 
the loss of his investment in improve- 
ments, or of his prospective profit, or all 
of these together. 

There is a difference between the rent 
that a tenant pays, and the benefit or 
value to the tenant or lessee on account 
of the possession of the premises. If 
the premises are rented to sub-tenants, 
then the profit, if any, resulting from the 
sub-leasing, would be insurable as lease- 
hold insurance. 


Determining Rental Value 


The insurer pretty well knows the rental 
value of the premises. There is usually 
a well-established standard of rental 
values and any real estate man will be 
able to estimate the value in any given 
case. Having established the net rental 
value of the premises, there should be 
deducted the amount of annual rent in 
whatever form it may be paid by the les- 
see, and the remainder is the lessee’s an- 
nual profit, or in other words, the annual 
value of his leasehold interest. If the 
lease has more than one year to run, the 
annual profit should be multiplied by the 
number of years in the unexpired term of 
the lease to arrive at the total value of 
the leasehold. If the lease gives the les- 
see the option of a renewal for a further 
term or terms, then the annual profit may 
be multiplied by the full number of years 
to the end of the extended term. If the 
renewal privilege can be exercised only 
by the payment of an increased rent, the 
calculation must be made for the renewal 
term on the basis of that increased rent. 


Applicable to Sub-Tenants 


All of this is true whether the leased 
premises consist of an entire building or- 
only a part of it, and applies not only to 
the original lessee, renting from the 
owner, but also to each of the persons 
to whom he may sub-let all or a part of 
the premises leased by him, and in turn 
to their sub-tenants, so that an insurable 
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lowed the advice of my local banker and 
have invested in the bonds and preferred 
stocks of old companies, I have been intro- 
duced to two of the best investment houses 
and I have received excellent counsel from 
their representatives. 

As matters now stand I am fifty years 
of age, and my salary is $2,500.00 a year, 
with free house rent. Our two daughters 
are in college and doing well. Our son 
expects to go to college next year. Our 
property is as follows: 





Life insurance policies, cash value $3,843.00 
Nebraska farm of 680 acres 

Liberty Bonds, par value 

Corporation bonds 

Preferred stocks 


As the income from this property would 
maintain us in case I should be incapaci- 
tated, I believe I have achieved financial 
independence. 


of Leasehold Insurance 


Comparatively New Form of Protection Based on Earning Power of Real Estate 


leasehold interest may be possessed at the 
same time by a series of tenants and sub- 
tenants. 

Mr. George G. Hooper cites the follow- 
ing as cases having actually occurred: 

“A” rents a certain building for $5,000 
a year for twenty years: at the end of 
the first year “A” sublets to “B” for 
$6,000 a year for the remainder of the 
term (19 years at $1,000). “A’s” prospec- 
tive profit, $19,000. 

Four years later, “B” sublets to “C” 
for $8,000 (15 years at $2,000). “B’s” 
prospective profit, $30,000. 

Five years later “C” sublets to “D” for 
$10,000 (10 years at $2,000). “C’s” pros- 
pective profit, $20,000. 

Each of these lessees, “A,” “B” and “C,” 
has an insurable interest in the lease he 
holds for the amount indicated. 


How Leasehold Values Are Created 


A leasehold value may -be created by 
improvements made to the building so that 











THE advice of our staff on 
matters of insurance is 
free. Any information on this 
subject will be glady fur- 
nished on receipt of a stamped 
envelope or through the me- 
dium of these columns. In- 
quiries should be addressed to 
the Insurance Department. 




















he will be able to sub-lease it to great ad- 
vantage. Often a little money spent in this 
way will enable the lessee to derive a very 
large profit. 

The character of the neighborhood may 
have improved by the erection of new 
buildings, attracting a higher class of 
tenants or changing the course of traffic. 
Real estate values have the habit of fre- 
quently increasing suddenly. 

A business center may shift. Merchants 
in a given line of trade, especially in a 
large city, tend to keep together, and 
when one or two leaders move to a new 
locality, others are likely to follow. 

New or improved transportation facili- 
ties, like the construction or extension of 
surface, elevated or subway car lines, in- 
crease the rental value of all property 
affected. 

An increased population, attracted by 
some new and large industry, creates 
greater housing and trading demands. 


An increased cost of building materials 
or labor, or both, immediately enhances 
the value of all existing structures. We 
see a sample of this sort of thing at the 
present time. Practically all leases made 
a couple of years ago could demonstrate 
an insurable leasehold interest. 


How Leasehold Interests May Become 
Impaired 

Now circumstances may combine to re- 
verse all the conditions recited above. 
The building may deteriorate from lack 
of repairs. The erection of adjoining 
buildings may shut off light or air. A 
trade center may move away. Transpor- 
tation facilities may be reduced or dis- 
continued. Population may be attracted 
to other more desirable localities. Re- 
duced labor and material costs may result 
in a large amount of construction work 
so that new and better buildings will in- 
vite the tenants from the older ones. 

Leasehold insurance is comparatively 
young, and no comprehensive scale of 
rates has been established. In fact, it is 
impracticable to establish such a schedule 
of leasehold insurance rates. Any large 
fire insurance office will figure out the 
rates on an accepted and well-established 
basis, which is quite uniform among all 
the fire insurance companies. It is safe 
to state, however, that the rates on lease- 
hold insurance per thousand dollars closely 
follow the rates of fire insurance on 
buildings. 

All the facts should be known and in- 
corporated in the leasehold insurance pol- 
icy. The application should recite the un- 
expired term of the lease and the monthly 
value of the leasehold over and above the 
rent paid. Insurance should be carried 
for an amount equal to the monthly value 
multiplied by the number of months in the 
unexpired term of the lease. The method 
of arriving at this value should be known 
and agreed to by the parties, and if the 
value is an estimated one, it should com- 
mend itself to your judgment as being fair 
and reasonable. The fire clause of the 
lease should be quoted in full and made 
a part of the policy contract. The loss 
should be limited to the value for the un- 
expired term from the date of the fire, 
so that the amount collectible is reduced 
ratably each month during the continu- 
ance of the policy. It is usual to provide, 
in the event of a fire rendering the prem- 
ises untenantable, but not terminating the 
lease, that the company shall pay an 
amount equal to the monthly value stated 
during the time the premises are unten- 
antable. 


THE MAGAZINE OF WALL STREET 





ro = a 


---. —-, 4 


a ee |) Ul le 


eroocoecs 


= =e ge Fé 


When It Pays to Pay Rent 


No Absolute Rules Can Be Laid Down—The Problem of Buying or Renting Depends Upon 
the Circumstances of the Family 


HAVE read a number of articles in 

THe MaGaziIne or WALL STREET to 

the general effect that it pays better 
to buy a home than to pay rent. In a 
majority of cases this is undoubtedly true, 
but it seems to me that the other side of 
the matter should also be presented. For 
there are often reasons why it pays to 
pay rent. 

Take the case of the man who is liable 
to change his business connection—and 
that covers a pretty wide range, for with 
the constant changes in business conditions 
in recent years there have been many 
instances of jobs unexpectedly lost or of 
better opportunities popping up in some 
other city or some other part of the same 
city. 

The home owner who has to move to 
another city will usually lose money in 
disposing of his house. If he has bought 
on time payments, all he has to sell is an 
equity representing what he has paid in. 
If he bought a new house, it is no longer 
new, and will not usually bring what it 
cost. If he bought an old house at a 
reasonable figure, he may be able to get out 
whole; but during recent years it has been 
difficult to buy cheaply. 

Moreover, the difficulty and delay in- 
volved in disposing of his home may lead 
him to refuse a good offer from another 
city. It may, in fact, be almost impossible 
for him to make the change as promptly 
as would be necessary to seize the new 
opportunity before it eludes his grasp. 
And reluctance to sell his home may cloud 
his judgment. Still more likely, his wife 
may be attached to the home, and he is 
unwilling to act counter to her protests. 


Rent May Be Cheapest 


Again, take ‘the case of a man and wife 
without children who are living comfort- 
ably in a city flat. We will assume that 
they are paying $50 a month rent. They 
have no taxes, no water rent, no coal bill, 
no commutation tickets to buy, no repairs 
to make, no painting or decorating to do, 
no labor to perform or to have done ex- 
cept the actual work of housekeeping. 

Then suppose they move to a suburb, 
paying $5,000 cash for a house. How will 
they come out? 


Interest on $5,000 at 6% 

Taxes 

Water rent 

Commutation, $10 a month 

Coal 

Repairs, painting, 
average per year 


decorations, 


This compares with $600 a year rent 
for the flat, so on the face of the returns 
they are out about $120 a year. If they 
had continued to pay rent they would 
have had the interest on the $5,000 accumu- 
lating year by year, and they would not 
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have had to pay out the other items men- 
tioned. 

If they bought their house on time pay- 
ments that would make no difference, ex- 
cept that they might and probably would 
have to pay 7% interest on part of the 
cost, instead of losing the 6% interest as 
figured above. Also they would have 
difficulty in buying a house for $5,000 on 
time payments. 

In fact, $5,000 houses are scarce around 
New York just now, either for cash or on 
time; but I have assumed that sum as an 
average cost under normal conditions, and 
for various localities. The rate of interest, 
also, is taken as a rough average. Just 
now the $5,000 could be invested to return 
7% or even 8% in perfectly good bonds, 
but doubtless that is a temporary condition. 

In many small cities, the home buyer 
might be able to avoid the extra expense 
for commutation. In that case, on the 
above figures, his cost would be exactly 
the same as the rent of a fiat. 

There are almost innumerable other 
considerations to be reckoned in. The 
suburban dweller may spend less for 
theatre tickets than though he lived in 
the city, without being seriously injured 
by the loss of such entertainment as most 
of the theatres now offer us. 

The home owner has more air, exercise, 
a garden (perhaps), more friends (prob- 
ably), the satisfaction of ownership. On 
the other hand both he and his wife have 
more work to do or hire done, their 
grocery bills will be higher in most 
suburbs—but possibly they will save some- 
thing by having a garden (?)—and the 
wife’s railroad tickets to town may or may 
not be an important consideration. 

The house will probably have more 
room in it than the flat. For a family of 
several persons, this fact would very prob- 
ably throw the balance in favor of the 
house as against the flat, for a bigger flat 
would be necessary and therefore the rent 
side of the account would have to be 
larger. Even the family of two might 
want more room and be willing to pay 
for it. 

But looking at the matter from the 
money point of view alone, additional 
room for two people would be more of 
a nuisance than otherwise, as it would 
have to be taken care of, decorated, etc., 
without being actually needed. And the 
more room the more furniture will be 
required and the greater the temptation 
to entertain, which is costly because it is 
likely to bring in its train a change in 
manner of living. The change may be 
worth the money—again, perhaps. 

There may be many other considera- 
tions. Garage charges for the average car 
are $30 to $35 a month on Manhattan. 
The suburban home owner could probably 
put a little garage on his lot for possibly 
$300, on which the interest would be only 
$1.50 a month. For the car owner, this 
might tip the scale. But in small cities 


the garage cost in town would be very 
much less. 


Each Case Is Sui Generis 


So no rules can be laid down. The 
family of adults who wish to economize 
as much as possible can usually save 
money, labor, time and trouble by paying 
rent. Children need the country, pro- 
vided the parents can possibly afford to 
put them there, and in most cases they 
can, by a little calculation, work and 
trouble—a sacrifice which they are glad 
to make. 

The larger the income, the more favor- 
able it is for home owning as compared 
with renting. It nearly always pays bet- 
ter to own a house than to rent one just 
like it in a similar locality. So if the 
house is needed or wanted, buy it; don’t 
rent it. 

On the other hand, many young mar- 
ried couples rush into home buying with- 
out really understanding what they are 
going to be up against. Hubby is late 
home, and may get the bad habit of stay- 
ing in town over night—for “important 
business appointments.” Even if these ap- 
pointments are genuine, wifey gets sus- 
picious. 

Or he has to dash away from the office 
to catch his train at times when remain- 
ing another half hour would help his 
business prospects. The strain of constant 
commuting tires him out and may affect his 
health. He fails to do chores as per re- 
quest, which makes wifey sore. 

Wifey gets lonesome and cross, and 
tired of doing nothing but housework or 
eternally hiring, firing and overseeing 
servant girls, whose society is not inspir- 
ing. When Hubby Second arrives, if their 
income is limited—as most incomes have 
an inconvenient way of being—her real 
troubles begin. She begins to look back 
upon her care-free unmarried years as a 
period of unalloyed bliss. 

It’s a sad story, mates, and sometimes 
by the end of the third year they hate 
the sight of each other. (By way of 
not being too disagreeable, we will assume 
that at the beginning of the fourth year 
they begin to find themselves, both turn 
over new leaves, and live happily ever 
after.) 

And it is just as true that there are a 
lot of people living in flats, nervously 
chasing each other around to theatres and 
restaurants, refraining from having chil- 
dren, spending too much on clothes, sit- 
ting up nights to play poker, and so on, 
who would be a lot better off if they were 
busily buying a home. 

So don’t swallow what the real estate 
man says as inspired gospel—not even the 
“five minutes walk” part of it, for real 
estate men are the fastest walkers in the 
world. Sharpen your pencil and figure 
for yourself—and don’t forget to list the 
things that can’t be reckoned in dollars 
and cents. 
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What Does That Mean? 
Brief Definitions of Terms Frequently Heard in Wall Street 


EQUITY.—The actual net value of ownership 
in property, after deducting all liabilities thereon. 
Applied to real estate, equity represents the dif- 
ference between the market value and all mort- 
gages. The owner of a home valued at $10,000, 
with a first mortgage of $4,000 and a second 
mortgage of $2,000, a total of $6,000 in mort- 
gages, would have an equity of $4,000 in his 
home. If the property has no mortgage, then 
equity and ownership become synonymous, both 
being equal to $10,000. 

The term is often used in Wall Street between 
broker and customer, representing the actual cash 
interest of the customer in his own account, with 
all securities taken at their market worth, and 
the broker’s loan and interest deducted. 

Suppose the customer buys 100 shares of U. 
S. Steel at 80, putting up $3,000. At that in- 
stant the customer’s equity is $3,000. The stock 
having been purchased, the entire transaction in- 
volves the outlay of $8,000, the balance of $5,000 
having been advanced by the broker (with or 
without the assistance of his bankers). There- 
after, U. S. Steel advances to 85, which would 
make the stock worth $8,500 and give the owner 
(the customer), the right to sell out, or take 
his profit of $500. The equity consists of the 
original $3,000 invested, plus profits $500, a 
total of $3,500. The latter figure would have to 
be reduced to cover interest, taxes and com- 
mission. 

If the broker’s carrying requirements de- 
manded 30 points protection, the customer in 
this case would have 5 points to spare; and the 
latter is often called “surplus equity.” So long 
as this equity exists, it is considered the same 
as cash, the customer having the right to with- 
draw it, or use it to buy other securities. 

The equity can always be arrived at by 
“closing out” the entire account on paper, and 
figuring the amount of the check receivable from 
the broker at any time. The amount of this 
check would be “the equity.” 


NICKNAMES OF RAILROAD CORPORA- 
TIONS.—The imposing corporate titles with 
which our railroad systems are born don’t lend 
themselves to the brevity necessary in business 
transactions—especially the transactions con- 
ducted in Wall Street. For this reason, nick- 
names have been given most of these corpora- 
tions and are now being used almost universally. 

Sometimes the nickname is based on certain 
apparent characteristics of the road; sometimes 
it is quite arbitrary. Below are a few of them. 

CLOVER LEAF.—The Toledo, St. Louis & 
Western Railroad, running through Indiana, Illi- 
nois and Ohio. Those who will examine a map 
of the United States and trace the contour of 
these locations may see a resemblance to a clover 
leaf. If they fail to see it they will have to 
submit to tradition, which claims that it is there. 

COTTON BELT.—A favorite name for the 
St. Louis Southwestern System, derived from its 
geographical location and the kind of business 
that contributes to its earning power. 

BIG FOUR.—Cleveland, Cincinnati, Chicago & 
St. Louis, controlled by the New York Central, 
and having termini at the cities named. 

NICKEL PLATE.—The New York, Chicago 
& St. Louis Co. . 

MOP.—A name that must inevitably have been 
applied to the Missouri Pacific Railway Co. 

FANHANDLE.—The Pittsburgh, Cincinnati, 
Chicago & St. Louis Railway Co., controlled by 
the Pennsylvania Railroad. 

SOO.—The Minneapolis, St. Paul & Sault Ste. 
Marie Railway Co., being based on the American 
idea of the proper way to pronounce “Sault.” 


BIG BOARD.—In New York this refers to 
the New York Stock Exchange to distinguish it 
from all others, particularly to draw a sharp 
distinction between it and any minor exchanges. 


LITTLE BOARD.—In New York this refers 
to the Consolidated Exchange that is secondary 
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to the N. Y. Stock Exchange, and in no way 
connected with it. The “Consolidated” does 
not originate quotations, nor deal or quote in 
any issues that are not on the N. Y. Stock Ex- 
change. Its prices are based upon those estab- 
lished on the N. Y. Stock Exchange, making 
some allowance for the smaller lots, and more 
limited market available. It was founded in 
1875 as the New York Mining Exchange, and 
for last year its transactions covered 26,569,044 
shares of stock. It originated a Clearing House 
system in 1883 that is still in use. 


CARRYING CHARGES.—In relation to 
stocks and bonds, this refers to the interest 
charges by a broker against the customer upon 
the debit balance shown in his statement from 
month to month. 

Broadly, it means interest at prevailing rates, 
but in latter years it has also come to mean the 
additional percentage of interest that the broker 
adds to cover the very high cost of conducting 
operations nowadays. Usually a charge ranging 
from 1% to 3% is added, depending upon the 
nature of the account, whether it is active, large 
or small, profitable or otherwise, and the ‘class 
of securities handled by the customer. 

In the case of commodities, such as cotton, 


wheat, etc., the term originates from the Chi- 
eago Board of Trade, and covers all expenses 
for storage, insurance and interest. 


BOURSE.—Means “Stock Exchange,” and ap- 
plies to several of the large Exchanges in Ev- 
rope, notably, Paris, Brussels, Amsterdam and 
Vienna. The word—derived from “la bourse’’— 
a purse to hold money—has come to mean a mar- 
ket or gathering place where men meet to ex- 
change, buy or sell commodities, securities 
or valuables. In ordinary conversation “The 
Bourse” means the Paris Stock Exchange. 


EX DIVIDEND.—Means simply “with the 
last declared dividend paid.” Stocks listed on the 
big exchanges are always quoted “cum dividend” 
—that is, “with dividend,” if a dividend is pay- 
able at some future date. 

On a certain day every corporation closes its 
books for the purpose of making up its dividend 
sheet, and noting to which of its stockholders 
dividends are to be mailed. On that date stocks 
sell “ex-dividend” on the Stock Exchange, al- 
though the actual dividend will not be received 
until some time later. This procedure is neces- 
sary to avoid endless confusion. 

When a stock sells on any day “ex-dividend,’ 
theoretically, the quotation takes into account 
that its value is reduced by the amount of the 
dividend, and it usually sells lower to cor- 
respond with its actually lessened value to the 
buyer. 
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THAT HOME PROBLEM 
Editor, THe MAGAZINE OF WALL STREET: 

Sir: I am among the number who have 
found your articles on “Is House Buying 
Profitable?” very interesting. It seems 
to me, however, that Mr. Armstrong’s 
arguments contain one basic fallacy when 
he attempts to prove that, assuming Mr. 
Hall’s figures on taxes, repairs, etc., to 
be correct, there will be any material dif- 
ference in equities at the end of ten or, 
for that matter, any period of years. 
(The reference is to an article on page 
474 of our Feb. 5 issue.—Ed.) 

Assuming that owner and renter start 
off on equal terms, and that expenses plus 
interest on first cost equal the rent paid, 
as they do (practically) in the illustra- 
tion used, then it would seem patently ab- 
surd to state that there would be any 
future difference in equities. 

It is easy, of course, to introduce varia- 
tions such as that both owner and renter 
start off with $1,000 each. In that case 
the owner will save the interest on the 
$1,000 and. reinvest the interest. Or you 
can assume that, due to good choice of 
location, the owner’s home may increase 
in value; but, by the same token, the 
renter’s investments may increase—espe- 
cially if he follows the precepts laid down 
in THe Macazine. The latter variation is 
really outside of the discussion, but is 
illustrative of the arguments often ad- 
vanced by the thoughtless—or by the real 
estate agent. 

When Mr. Armstrong states that the 
home owner enjoys better business credit, 
has a higher standing in the community, 
etc., than a rent payer, he advances to 
firm ground. These, in my view, are the 
real reasons for home owning. They can 
well stand emphasizing. 

I will concede that there are many peo- 
ple who need the spur of an impending 


payment due in order to save money. 
However, I assume that this type is not 
very liberally represented among the read- 
ers of THe Macazine. The inclusion 
among the admittedly. potent reasons for 
home owning of those fallacies which 
easily appear on careful examination can- 
not fail to weaken a case which would 
ctherwise be unassailable—Ratpxn  B. 
EVERETT. 

We refer Mr. Everett to the- article 
“When It Pays to Pay Rent,” by Mr. 
Scribner Browne, appearing on another 
page of this issue, which may further 
clarify a discussion that has attracted 
much attention. We should be glad to re- 
ceive the views of other readers.—En1tor. 


A BOOST 


Editor, THe MaGAziIne Or WALL STREET: 

Sir: 1 have become almost a regular 
reader of your MAGAZINE and want to say 
that I consider it the best publication of 
its kind that I know of. I have decided 
to confine practically all my reading on 
finance and kindred subjects to THE Mac- 
AZINE OF Watt STREET. 

After this expression of my apprecia- 
tion for the publication, may I now make 
one suggestion which I think would be 
welcomed by nearly all readers, and at 
the same time stimulate interest in the 
matter of buying THE MAGAZINE regular- 
ly every month? . 

One page added would give space to. 
publish the complete list of stocks listed 
on N. Y. Exchange, and give the dates. 
of the high and low points of the pre- 
ceding month. 

I trust this suggestion will be taken im 
the spirit given, and I shall be interested: 
in learning your decision in regard to it.—. 
R,. W. THomas. 

(Continued on page 659) 
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Pacific Coast Utilities Prospering 


Great Western Power Building Up Great Resources—Recent Developments Favorable to Pacific 


Gas & Electric 


By CLAYTON W. QUAW and J. C. LESLIE 


JCH has been said and written re- 
cently regarding the development of 
our water power resources, due 
partially to the passing of the “Water 
Power Act” in Congress and its approval 
by the President on June 11, 1920. Applica- 
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tions to develop some thirteen million 
horsepower have already been received in 
Washington. Financing this quantity of 
new power will do much to focus the at- 
tention of investors on the securities of 
long established hydro-electric companies, 


as a basis on which to judge the invest- - 


ment merit of the new projects. Several 
o: the largest and most prosperous of these 
companies are operating in California and 
one of them, the Great Western Power 
Company of California, is in a particularly 
interesting position from the point of view 
of the investor at this time. 
Subsidiary of Western Power 

(his company is the operating subsidiary 
of the Western Power Corporation, a hold- 
ing company organized in 1908. The 
Great Western Power Co. and its subsidi- 
aries have outstanding in the hands of the 
public, $42,500,000 in bonds and guaranteed 
stock, and $3,800,000 of 7% preferred 
stock. The $27,500,000 common stock of 
the operating company is owned by the 
Westtrn Power Corporation (of New 
York). This latter corporation has out- 
standing $7,080,000 of 6% preferred stock 
and 146,615 shares of common stock with 
nc par value. Adding the value of the 
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common stock as stated on the balance 
sheet of the company on Dec. 31, 1919, 
te the surplus for last year, these common 
shares now have a book value of approx- 
imately $57.00 per share. This compares 
with an appraised valuation of $64.00 per 
share submitted to the Railroad Commis- 
sion of California two years ago by inde- 
pendent engineers. 

The operating company is a consolida- 
tion of several companies located in North- 
ern California and has been operating since 
1909. The principal cities served are San 
Francisco, Oakland, Berkeley, Sacramento 
and some thirty other smaller cities in 
the San Francisco Bay district and in the 
Sacramento valley. 

The company owns, in addition to three 
steam reserve generating stations and ex- 
tensive distribution systems in these cities, 
some 27,000 acres of land at the source of 
the North Fork of the Feather River. 
Here it has made the largest reservoir in 
the country under private ownership, which 
is known as “Lake Almanor.” The present 
capacity of the reservoir is 300,000 acre- 
feet of water, which can be increased to 
1,250,000 acre-feet by raising the crest of 
the present dam some 30 feet. Some 54 
miles down stream from the lake the com- 
pany erected the first hydro-electric plant 
of the system. This plant has a present 
capacity of 87,000 H.P. and has been con- 
tinuously operating since 1909. A second 
and larger plant is now nearing completion 
and eventually four other plants will be 
built to fully utilize the waters stored 
each year in Lake Almanor. 

By thus using the water six times, at a 
total “head” of 3,500 feet, the company 
will be able to develop some 648,000 H.P. 
or nearly five times the present develop- 
ment, including the new plant. 

Benefits of Such Storage 

The great benefit of storing such a vast 
amount of water has been emphasized dur- 
ing the past two years, when many reser- 
voirs in Central and Northern California 
have gone dry at a time when there was 
the peak demand for power and water in 
the late summer and early autumn, . There 
was less rainfall in this district in 1920 than 
in any of the seventy years during which 
records have been kept. This unusual 
condition caused the power administrator 
of the state to pool the resources of all 
power companies, so that power could be 
rationed to the consumers whose needs 
were greatest. 

Notwithstanding this serious water 
shortage and curtailment of output, the ac- 


companying chart shows that this com- 
pany’s gross, net and surplus earnings 
made new high records in 1920. Surely 
there could be no better proof of efficient 
management and fundamental stability of 
the industry than this. 

The farsightedness and efficiency of the 
management of this company has heen 
proven on more than one occasion, Here are 
two examples. In the Spring of 1921, the 
company will have two hydro-electric sta- 
tions with a total installed capacity of 135,- 
600 H.P. These plants have cost to date 
approximately $25,000,000, or nearly $200 
per H.P. The company can increase the 
capacity of these two plants over 100% (to 
275,000 H.P.) by adding generating units at 
a cost of approximately $100 per H.P. or 
$14,000,000. 

As for operating results, here are some 
interesting figures: In 1915 the company 
sold 363,000,000 K.W.H. of current for 
which it received $3,038,204. In 1919 the 
company sold only 300,000,000 K.W.H. and 
received therefor $5,393,598. In. other 
words, gross revenues increased 78% over 
1915 with an actual decrease of 17% in 
output. About 89% of the output in 1919 
was generated by water, enabling the com- 
pany to show an operating ratio as low as 
28% on its electrical business. 
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These remarkable showings were par- 
tially made possible by a rate increase 
granted the company in July, 1918; but 
they are mainly due to the policy of sup- 
planting wholesale power contracts, at low 
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tates, with retail business at higher rates. 
This allows a more diversified load and 
makes for greater stability of earnings, 
especially in times of depression such as 
the country, is now experiencing. A 
further increase of 15% in rates was 
granted by the Railroad Commission in 
July, 1920. 

: Water Sales Expanding 

In 1919, 93% of gross revenues were 
realized from the sale of electricity, the 
remainder being from the sale of water 
and steam. Although the water sales at 
present are of minor importance, this 
branch of the business is expanding rapid- 
ly, as irrigation is vital to all farmers in 
California, where the rainfall is negligible 
from June 1 to October 1. At this writ- 
ing applications for water to irrigate ad- 
ditional acreage equal to 50% of the land 
now under cultivation have been filed. 

No such power shortage as was expe- 
rienced in 1919 and 1920 would have ex- 
isted had not the world war delayed the 
carrying out of several development proj- 
ects, planned in 1915 and 1916. The nor- 
mal annual increase in demand is 25,000 
H.P. in the territory served by the Great 
Western Power Co., and there have been 
no major developments there since 1914. 
This condition emphasizes the importance 
of this company’s new hydro-electric plant 
10 miles down the Feather River from 
Lake Almanor. The initial development 
here will be 58,000 H.P., an increase of 
68% in the hydro capacity. 

As the demand promises to absorb this 
new output as rapidly as it can be con- 
nected to the distributing system, the earn- 
ing power of the new plant is of especial 
interest. Figuring a 70% load factor 
which the Great Western Power Co. has 
maintained for several years, the annual 
production will amount to 266,000,000 
K.W.H. Making allowance for a 25% 
loss in transmission and _ distribution, 
which is liberal, this should result in the 
sale of an additional 200,000,000 K.W.H. 
annually, which, at the present average 
rate of $.0177 per K.W.H. amounts to ad- 
ditional gross income of more than 
$3,500,000. 

The first unit of this plant will be send- 
ing current over the new 165,000-volt 
transmission line in April, hence it will 
not be long before the earning statements 
show substantial increases. 


Earnings on Shares 

From the point of view of investors in 
Western Power Corporation preferred and 
common stocks, this added earning power 
is of prime importance. For the last six 
months of 1920 earnings applicable to div- 
idends on these stocks amounted to slight- 
ly more than $940,000, which is at the an- 
nual rate of $26.50 per share on the pre- 
ferred and $9.93 on Western Power com- 
mon. This demonstrated earning power, 
under adverse conditions, taken together 
with the known earning capacity of the 
new plant makes these stocks at present 
prices most attractive. 

The preferred stock now pays the full 
rate, 6%. It is cumulative from Jan. 1, 
1915.. Dividends at the rate of 4% were be- 
gun in April, 1916, and maintained at that 
rate until the third quarter of 1919, when 
payments at 6% rate were inaugurated. 
There are, therefore, accumulated div- 
idends of 13% on this stock. Even at the 
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present rate of earnings, it appears likely 


that directors will adjust these accumula- 
tions in their entirety some time this year. 

Here then, is a company which has 
shown an earning power of nearly $10 per 
share on its common stock with its hydro- 
electric properties but 13.5% developed. 
This development will be increased 68% 
of present capacity immediately and can be 
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built up to 42% of the total potential capac- 
ity at a comparatively small cost. 

The preferred stock is selling around 
70 and the common at 26. These are low 
prices for stocks with such earning power, 
and are probably due to lack of knowl- 
edge and appreciation on the part of the 
inveaging public. Neither stock has as yet 
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reflected the improvement in the affairs of 
the company during the past year, nor have 
they discounted the increased earnings 
from the new Caribou plant. On the usual 
ratio of the prices of this class of stocks 
tc their earnings per share, it would seem 
that the common should sell well up in the 
forties long before dividends are declared, 
and these should not be far off with the 
new plant in operation. Now that the pre- 
ferred is earning more than four times its 
dividend, it should sell higher, and will 
probably do so, in anything like normal 
markets, and as soon as the adjustment of 
back dividends is announced. 


PACIFIC GAS AND ELECTRIC Co. 


The growth and development of the 
territory served affects public utility com. 
panies to a greater extent than companies 
furnishing any other class of service. 

The progress made by California has 
been most remarkable, and with the mod- 
ern means of transportation the popula- 
tion has increased by leaps and bounds, 
What were formerly large ranches have 
been subdivided into small tracts, and 
huge desert wastes have been reclaimed 
by irrigation with the result that enor- 
mous and diversified crops have been pro- 
duced. The great valleys of the San 
Joaquin and Sacramento Rivers, and the 
extensive Imperial Valley have been trans- 
formed from desolate, barren places or un- 
tilled stock ranches into small orchards 
and farms. In the wake of the agricul- 
tural development, many manufacturing 
industries have sprung into existence, 
since California with its rapidly growing 
population could not long depend entirely 
upon the East for its manufactured prod- 
ucts. 

The growth of the state is only limited 
by the amount of available power for 
driving her machines, for pulling her 
trains, for pumping her water. It is not 
a matter of soil fertility. It is not a 
matter of raw products to be converted 
into finished commodities nor is it a mat- 
ter of available markets. It is purely a 
matter of power. 

The Pacific Gas & Electric Company, 
which was incorporated in 1905, has been 
one of the most consistently prosperous 
and rapidly growing institutions of its 
kind in the world, and business depres- 
sions have had practically no effect upon 
its steady growth. This concern does al- 
most half of the electric and gas business 
of the state and ranks as the third largest 
operating gas and electric company of 
America. Of its revenue approximately 
56% is derived from electricity and 38% 
from gas. 

The company owns and operates 20 gas 
plants located at strategic points with re- 
spect to the market. This department is 
a very important division of its system 
on account of its scope and revenue- 
producing capacity. Both in the coast 
cities and the interior valleys, the climate 
is well adapted to the development of a 
large gas business. In addition thereto 
the generally high retail prices of other 
fuels, such as wood and coal, encourage 
the development of this business. Gas is 
constantly being used in an _ increasing 
degree for industrial purposes. 

The company’s gas is manufactured 
from California crude oil under a process 
developed by its own engineers. Oil has 
been found easier as well as more eco- 
nomical to handle than coal, moreover, it 
is cleaner and gives more satisfactory re- 
sults. The production of crude oil in the 
state has increased to a very large extent 
in the past few years until California now 
ranks among the leading districts of this 
country in oil production. Excellent facil- 
ities of delivery and assurance of a sup- 
ply at very favorable rates under long- 
term contracts take care of the responsi- 
bilities of supply. 

Hydro-Electric Development 


There is probably no group of compa- 
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nies which has been so uniformly success- 
ful from the financial and investment 
standpoint, as the hydro-electric compa- 
nies. Some of these concerns are only 
partially hydro-electric, the balance of 
their power being supplied by the use of 
steam turbines. However, as a rule, the 
nearer to complete operation under water- 
power, the more successful has been the 
enterprise. 

This hydro-electric group has, of late, 
benetited by the relatively small use of 
labor and fuel. In addition to this, the 
rising cost of power produced by steam 
has increased the salable value of guch 
pow er. 

Water-power units must, necessarily, be 
constructed at the points where this power 
is available and the locations are usually 
in the most remote regions. Before the 
transmission of electrical energy had been 
developed to its present state, the use of 
this service was limited in scope, but now 
that such great strides have been made in 
this field, the question of distance has 
largely been eliminated. 

The history of hydro-electric develop- 
ment in California is most closely con- 
nected with the history of the industrial 
development of the state itself. California 
is undergoing a transformation, and with 
great rapidity her industries are equipping 
their plants to use hydro-electricity as the 
power, and the day is not far off when 
her railroads will be largely electrified. 

The possibilities of central station power 
are now being realized for the first time 
and the future use and development of 
hydro-electric energy will be great. The 
high capital costs for the construction of 
water-power plants at the present time, 
are largely offset by the smaller operat- 
ing charges necessary with this method of 
generating power, and the proper use of 
interconnection should allow a higher load 
factor to be obtained, thereby resulting in 
a more economical distribution of this 
power. The vast water resources of this 
section and of the nation as a whole have 
only been tapped, and the next decade 
should see a rapid development along 
these lines. 

The electric energy of the Pacific Gas 
& Electric Company is furnished primarily 
by 19 hydro-electric plants from streams 
of the high Sierras, but this water-power 
is further supplemented by the output of 
3 steam generating plants. While the pur- 
pose of the steam plants was originally to 
supplement the output of the hydro-elec- 
tric plants during periods of great demand 
and other emergency requirements, the 
insistent demand for electri¢ energy has 
compelled this concern to rély miore and 
more upon its steam plants until addi- 
tional hydro-electric developments can be 
made. These 19 water-power plants can 
generate more than 200,000 horsepower 
while the three steam plants can produce 
an additional 120,000 horsepower. 

The electric system of the company has 
been welded into practically a single oper- 
ating unit. All of the plants are so inter- 
connected and controlled that it is possi- 
ble to switch very readily from one to 
another of the numerous powerhouses in 
case of accident or variation in lead. This 
insures continuity of service throughout 
the entire field of operations and is a 
very important element of strength in 


service to the many important industries 
dependent upon the company for power. 
The strength of a company like the 
strength of an individual, partly depends 
upon the reserve force at its command. 
In this respect Pacific Gas & Electric 
Company has great latent possibilities, 
and it is not only in its excellent operat- 
ing conditions but also in these latent re- 
sources that the investor will find large 
and ample security. The Pitt River de- 
velopments bid fair to equal any in the 
country. This stream, while not large, 
offers tremendous possibilities due to the 
rugged topography of the country and the 
peculiar lava formation of the sub-strata. 
It is fed from innumerable springs and 
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freshets from underground sources, Dur- 
ing droughts and in the summer when the 
mountains are snowless and other streams 
are dry, the Pitt carriés more water than 
usual; this never failing supply is capable 
of developing more than a quarter of a 
million horsepower. 

The various propefties of this company 


The utility business is not the same as 
other business, since no matter how suc- 
cessful the company, it needs many times 
the capital required by a strictly industrial 
concern to do the same amount of gross 
transactions. It turns its capital over once 
in four or five years instead of three to 
five times a year, and it cannot afford to 
wait and make its extensions and develop- 
ments out of earnings. The requirements 
are more economically and more satis- 
factorily met by new financing. It is be- 
coming better understood that in a utility 
of this type, the system must extend with 
the growth of the community in order to 
provide proper service. 

From the investor’s viewpoint, the atti- 
tude of the regulatory bodies is a very 
important feature. The commission in 
California has exhibited a spirit of fair- 
ness in its relations to public utilities 
which has probably not been equaled by 
any state in this country. It felt that 
everything that it could do which would 
lower the cost of obtaining money would 
benefit the people of the state through 
lower rates. The first act of the commis- 
sion was to arrange a complete engineer- 
ing department, whose purpose was to 
value the public utilities of the state and 
aid them in efficient operation. As to the 
amount of return granted, the decision 
rendered in 1913 and which has been fol- 
lowed since then, was “that each case 
must be judged on its own merits, The 
most that can be said by way of general 
principles is that the return should be at 
least the average return that is earned by 
other classes-of business with the same 
degree of hazard in the same community. 
The commission in fixing a rate of return 
must be liberal, lest too strict a policy re~ 
sult in turning capital to other fields of 
enterprise. California needs development 
of public utilities, and this commission's 
policy should be a broad and liberal one, 
so as to encourage capital to develop the 
state by legitimate public utility enter- 
prises where needed.” Furthermore the 
issuing of new securities is carefully regu- 
lated by this commission and the position 
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have always been maintained in excellent 
physical condition and large sums are ap- 
propriated for their maintenance and for 
additions and betterments. 


Influence of Regulation 


Power concerns by their very nature 
are monopolies. They should not be sub- 
ject to competition because it is not for 
the best interests of a community to have 
two gas or two electric companies dupli- 
cating the service. It is better to make 
monopolies of our public utilities, give 
them suitable rates and then regulate them 


view of the necessity of uninterrupted to see that they give adequate service. 
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of the security-holders is strengthened 


thereby. 
Conclusion 


Investments to be safe and profitable 
must have behind them stable, well-bal- 
anced and growing industries. The public 
utility is a public necessity and back of 
its securities are the indispensable needs 
of humanity. 

The soundness of the Pacific Gas & 
Electric Company securities is exhibited 
not only by the earning power of this con- 
cern but also by the good showings of 
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Great Northern Iron Ore Properties 





Prospects of Great Northern Ore 


Company’s Business Now Dull Due to Depression in Steel Trade—Price Fluctuations in 


N December 7, 1906, a trust was cre- 
ated by directors of the Great 
Northern Railway Co. for the pur- 
pose of receiving and holding properties 
and securities formerly held by the Lake 








TABLE I.—SHARES HELD BY TRUS- 

TEES. 

Company Shares 

Arthur Iron Mining Co 500 
Fillmore Iron Mining Co 
































Superior Company, Limited, a subsidiary 
of the Great Northern Railway Co. This 
trust was approved by the stockholders of 
the Great Northern Railway Co. The 
original trustees were Louis W. Hill, 
James N. Hill, Walter J. Hill and Ed- 
ward T. Nichols. The present trustees 
are Louis W. Hill, James N. Hill, Ed- 
ward T. Nichols and Ralph Budd. 

Upon the creation of the trust, the 
trustees issued certificates of beneficial 
interest, amounting to 1,500,000 shares of 
no par value, to stockholders of the Great 
Northern Railway Co., on the basis of 
one beneficial interest certificate for each 
share of Great Northern Railway Co. 
stock. 


What the Trustees Hold 


The trustees hold shares in ten iron ore 
mining companies which control by owner- 
ship or leasehold 65,091 acres of iron ore 
land in the Mesabi district of Minnesota. 
This district is the most important iron 
ore area in the state, some of its mines 
yielding annually over 1,000,000 tons each. 
The ores are mostly soft, hydrated hema- 
tite and limonite, and are usually found 
in large, shallow depos‘ts, ‘few of the mines 
being over 300 feet deep. The ore bodies 
are frequently covered with overburden, 
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Certificates Have Been Sharp 
By C. S. HARTLEIGH 


which is stripped off before the ore is 
attacked. Most of the ore is mined by 
steam shovels, from large open pits. 

The companies whose shares are held 
by the trustees are listed in Table 1, to- 
gether with the number of shares held in 
trust. The trust holdings represent entire 
issues of capital stock, with two exceptions, 
namely, the Leonard Iron Mining Co., 
the total capitalization of which is 2,000 
shares, and the North Star Iron Co., whose 
total outstanding shares number 648,800. 

The income of the trustees has been 
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cause no dividends were received from 
proprietary companies during that year, 
and beginning with the year 1917, the 
trustees have paid out in dividends more 
than the trust has earned, although the in. 
come was substantial, being $4,522,503 in 
1918, and $5,750,632 in 1919, as agains: a 
$6,000,000 dividend distribution in each of 
these years. The total surplus decreased 
from $4,340,183 at the end of 1916, to 
$352,911 at the close of 1919. During 1918 
and 1919, the net working capital of the 
trust decreased from $9,032,082 to $5,359,- 
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derived from three sources, namely, divi- 
dends paid by the operating proprietary 
companies; dividends paid -by the Allouez 
Bay Dock Co. and by the Duluth, Superior 
& Western Terminal Co., up to Dec. 31, 
1912; and interest earned on these divi- 
dends. During the period from Dec. 7, 
1906, to Dec. 31, 1919, the aggregate re- 
ceipts of the trustees were $28,002,834. 
Expenses in connection with the adminis- 
tration of the trust were $1,024,922, leav- 
ing $26,977,912 available for distribution 
to holders of certificates. These net earn- 
ings are equivalent to $17.98 per certifi- 
cate. The actual distribution has amounted 
te $26,625,000, or $17.75 per beneficial in- 
terest certificate. 
Earnings and Dividends 

The dividend record of the trust is in- 
dicated in Table II, and the earnings per 
certificate during the past seven years, are 
set forth in Table III. In 1917 there was 
a small deficit amounting to $10,408, be- 
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TABLE III.—EARNINGS PER CERTIFI- 














TABLE IV.—PRODUCTION FROM 
LEASED PROPERTIES. 
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A Panoramic View of the Great Northern Iron Ore Properties 


694. In addition to this, the proprietary 
companies held an aggregate undivided 
surplus amounting to $8,362,210, equivalent 
to $5.57 per certificate. This surplus serves 
as a reserve to meet such emergencies as 
may develop, for example, unforeseen tax 
requirements, or possible cancellation of 
leases which might necessitate resumption 
of mining operations on company account 
in order to maintain production. - 


Lease Operations 


Operations and shipments under leases 
are indicated in Table IV, which shows 
the total production from such operations 
since 1907. In 1907 a lease was executed 
with the Great Western Mining Co., and 
cancelled on Jan. 1, 1915. During 1917 
the proprietary companies made leases 
covering a considerable part of their de- 
veloped mines and ore reserves. The prin- 
cipal leases were with the Interstate Iron 
Co., a subsidiary of the Jones & Laughlin 
Steel Co., and with the Hanna Ore Mining 
Co. The lease with the Interstate Iron 
Co. covered three mines, the net royalties 
ranging from 30c. to 75c. per ton of ore 
extracted. The lease with the Hanna Ore 
Mining Co. included ten mines, the royal- 
ties ranging from 40c. to $1.15 a ton. Gen- 
eral mining business of the trust was 
carried on in the name of the Arthur Iron 
Mining Co., which practically discontinued 
active mining operations on company 
account in 1917, due to the fact that it 
had leased all its developed and operating 
properties. 

The trust still controls numerous proper- 
ties that are undeveloped. Future condi- 
tions in the iron ore industry will 
determine when these properties are to be 
opened, developed, and operated, and 
whether the operations are to be under- 
taken on company account, or by grant- 
ing leases to outside interests. 


Abrupt Price Fluctuations 


The price range of the certificates of 
beneficial interest is illustrated in the 
accompanying graph, which shows the an- 
nual range since 1906, and the monthly 
range since January, 1920. The regularity 
of the annual fluctuations, which varied 
from 15 to 48 points, excepting in 1918 
when the variation was only 9 points, in- 
dicates the speculative possibilities of these 
certificates. From an investment stand- 
point, however, the outlook is rather un- 
certain, especially in view of the rapid 
depletion of surplus due to, greater dis- 
tribution of profits during the past four 
years. Although substantial profits may 
be expected for some time to come, in the 
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form of royalties from long-term leases in 
force, there is no assurance that the present 
dividend wil' be continued with regular- 
ity. 

The market for iron ores at southern 
lake ports is dull and uncertain on 
account of the falling off in the steel 
trade, and this condition does not point to 
a favorable season for iron ore producers 
in the immediate future. Moreover, busi- 
ness in iron ore trade is probably held up 
temporarily, pending adjustment of both 
rail and lake transportation rates on ore. 
Nevertheless, after the present period 
of depression in the steel industry is over, 
influences on the earnings of this trust 
Should be favorable, and the prospective 
speculator will observe that even a $3 divi- 
dend would be equivalent to a yield of 
10% at current quotations for the certifi- 
cates. Holders of the certificates would 
not be justified in sacrificing them at pres- 
ent prices, but new money can be placed 
in numerous industrial shares having more 
attractive possibilities—vol. 25, p. 839. 


“SALTING” A MINE 
Salting is a subject which is contin- 
ually on the mind of the examining mine 
engineer, but there are all kinds of salting 


—some questionable, some wholly de- 
praved. What of the very common prac- 
tice of “dressing” a mine for sale, for ex- 
ample? The recipe is easy: Stop all 
faces in wide and good ore. The mine 
makes thereby an unduly good impression 
on any but the most expert, and in just 
so far, an incorrect impression is calcu- 
latingly produced. 

The experienced miner who understands 
the tricks of his mine may use many wiles 
other than the simple’ one noted above. 
He may progress a step further along the 
road to iniquity, and suppress bad show- 
ings. Winzes may be filled with waste or 
flooded, because they show the disappear- 
ance of ore at the bottom. “Caves” may 
be allowed to take place by calculated 
neglect, or helped along, more or less, so 
as to make inaccessible faults or intru- 
sions which cut off the ore; while the 
cheerful parts of the mine may be more 
especially kept open for inspection. Often 
the unwatering of winzes, or the cleaning 
out of caves, would take more time than 
the prospective purchaser has at his dis- 
posal, and hé must guess at what is not 
shown and decide with this evidence in 
doubt. 

Sometimes a mine “dresses” itself auto- 
matically for sale, and the dishonesty of 
the owner comes in not explaining to the 


examining engineer the mine’s peculiari- 
ties. If the engineer is secretive and given 
to rebuff, and advises the owner that he 
knows more than the owner can ever tell 
him about the mine, and wants no point- 
ers, then indeed the duty of the owner 
is harder to define. 

We remember a case where lead-silver 
ore replaced limestone, working out from 
certain almost invisible straight and regu- 
lar fractures, vertical and intersecting one 
another at right angles; and the mineral- 
ization was confined to a certain limestone 
bed about ten feet thick. Drifts had been 
driven along the center of each of the 
principal fractures, and the natural ore 
thus stoped out; but the walls were still 
ore, though of lower grade. The mine 
was thus developed into blocks by the in- 
tersecting drifts, as if all the bed were 
ore and had been systematically blocked 
out as a scheme of development; and so 
the owner dishonestly gave the investi- 
gator to understand. Obviously sampling 
would have indicated a great body of mill 
ore, on the latter assumption; but with 
a knowledge of the ore occurrence it 
would be realized that the assay values 
would fade away from the walls of the 
drifts toward a barren center in each 
block. The fact that ore is blocked out 
on four sides does not make it safe to 
calculate it as there, unless one under- 
stands the occurrence; but with such ex- 
pert knowledge, ore exposed on one side 
only may sometimes more safely be as- 
sumed. The only real “ore in sight” is 
that which is broken down and sampled; 
and in sampling a mine, the main thing is 
not the necessary mechanical sampling of 
faces, with all the usual expert safeguards, 
but a knowledge of how the ore lies; and 
in this way the closest approximation to 
the amount and value of standing ore may 
be made—Enginecring and Mining Jour- 
nal. 





GOLD PRODUCTION IN CALIFORNIA 

In 1918 there was a decrease in the pro- 
duction of gold in California, compared 
with 1917, of more than $3,500,000, but in 
1919, with an estimated production of $17,- 
380,000, there was an increase of $852,000 
over 1918, which showed some progress 
toward the recovery of a normal output. 
However, if the monthly receipts at the 
mints, smelters, and refineries for the last 
six months of 1920 continue at the same 
rate as in the first six months, the total 
output of gold in California in 1920 should 
be $15,622,000, or $1,757,000 less than in 
1919. 
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The Surplus Copper Financing 


Recent Move of Copper Export Association Will Have Only Indirect Effect on Current Market 


HE unfortunate conditions which 
have existed in the copper market 
since the signing of the armistice 

will, no doubt, be somewhat relieved by 
the recent action of the Copper Export 
Association. 

This association has devised and put into 
effect a plan designed to remove an unsold 
400,000,000 pounds of copper metal accu- 
mulated since the war, which has been 
hanging over the current copper market 
and acted as an obstacle to producers and 
consumers alike. 

In reference to this development, Presi- 
dent C. E. Mitchell of the National City 
Company authorizes the following state- 
ment : 

“One of the most constructive and im- 
portant financial operations in the history 
of American business is the announce- 
ment just made by a syndicate headed by 
the National City Company and the 
Guaranty Company of New York of a 
public offering of $40,000,000 8% notes to 
be secured by 400,000,000 pounds of re- 
fined copper metal. These notes will ma- 
ture in from one to four years, and are 
being offered at prices to yield 8.00% 
to 8.30%. 

“Not only is this the first public loan 
ever made in this country to be secured 
specifically by a certain amount of an es- 
sential commodity—it is also the first big 
movement by American companies in one 
of America’s foremost industries to take 
full advantage of the opportunities offered 
under the Webb Export Trade Act to in- 
vite the American public’s participation in 
financing foreign trade. 

“In addition to the security of copper 
metal pledged under this loan at 10c. a 
pound—as against a current market price 
of about 13c. a pound—there is the guar- 
antee (in established proportions) by the 
biggest American copper companies of 
payment of principal and interest. The 
meaning of this guarantee is more fully 
appreciated when it is realized that these 
companies produce about 75% of the cop- 
per mined in this country, and that at 
present market prices the combined value 
of their respective capital stocks is in ex- 
cess of $500,000,000. 

“In connection with this financing, John 
D. Ryan, president of the Anaconda Cop- 
per Mining Company, and also president 
of the Copper Export Association, Inc., 
has issued the following statement: 

“The sale of 400,000,000 pounds of 
copper by producers, members of the Cop- 
per Export Association, and the financing 
of amount advanced by the Export Asso- 
ciation to the producers on the purchase 
will assign to the export market a part of 
the surplus stocks of refined copper that 
accumulated as a result of the sudden 
ending of the war and remaining in the 
stocks of the producing companies on ac- 
count of the inability of European con- 
sumers to take their usual requirements. 

“*The maturities of the obligations is- 
sued against this copper in one, two, three 
and four years will give ample time in 
which to market this amount in an orderly 
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way in the export trade and relieve the 
producers of the financial burden of carry- 
ing it and the necessity of pressing it for 
export sale. : 

“*The 400,000,000 pounds is only about 
three-fourths of the export trade done by 
this country last year, and if marketed 
over a reasonable period will be easily 
absorbed. The present rate of production, 
being below the rate of deliveries of cop- 
per in 1919 and 1920, should not result in 
any accumulation.’ 

“What the financing of this huge amount 
of copper metal means at this time to the 
general industrial, business and financial 
situation both here and abroad may be 
summarized as follows: 

“(1) By practically removing from the 
market 400,000,000 pounds of the existing 
copper metal surplus of about 600,000,000 
pounds, a very important step is being 
taken toward stabilizing the copper metal 
both here and abroad. The current price 
of about 13c. a pound compares with an 
average market price for refined copper 
of 16%c. over the last twenty years, and 
with a record low price during that period 
of 11 cents. 

“(2) This price stabilization will pro- 
mote confidence among buyers of copper 
all over the world and may easily lead to 
the inception of a copper buying move- 
ment of respectable proportions. Also, 
from now on, there will be absent the 
fear that a huge surplus of the metal is 
overhanging the market. 

“(3) Through spreading the load of 
carrying’ this 400,000,000 pounds of copper 
among American investors our banks ate 
relieved to a certain extent and the funds 
thus release1 may be used in other chan- 
nels. 

“(4) This Copper Export Association, 
Inc., financing may be the forerunner of 
similar financing wherein the pledged 
security might consist of actual commodi- 
ties or manufactured products. 

“The Copper Export Association, Inc., 
was organized in December, 1918, under 
the Webb Export Trade Act to engage in 
the copper export trade, and the associa- 
tion is the exclusive medium for export 
sales of copper by companies representing 
75% of the country’s output of copper. 
Mr. Ryan has informed the bankers that: 

“The Copper Export Association, Inc., 
has purchased to resell 400,000,000 pounds 
of refined copper from most of the more 
important copper producing companies in 
the United States. | 

“‘The association will pledge with the 
Guaranty Trust Company of New York 
as trustee receipts of refining companies 
representing this copper, as security for 
the $40,000,000 8% secured notes, and 
agrees to maintain at all times the ratio 
of at least 10,000 pounds of copper against 
each $1,000 principal amount of notes. 

“*The refined copper pledged will have 
at present market prices (13c. per pound) 
an indicated value of $52,000,000, or a 
margin of 30% in excess of the principal 
amount of the note issue. As collateral 
security copper enjoys high rank because 


it is not subject to rust or deterioration 
in storage and its quality admits of ready 
determination. ; 

“*The copper may be withdrawn under 
the trust agreement only upon payment to 
the trustee of 12}4c, per pound (in cash or 
notes) of copper withdrawn. All cash so 
received by the trustee shall be held by it 
as security for the notes until applied to 
the payment of principal and interest, or 
to the purchase of notes at not exceed- 
ing par or to their redemption. If notes 
are redeemed prior to maturity the pre- 
miums are to be provided by the associa- 
tion out of the funds.’ 

“The amounts and maturities under the 
loan follow: $6,000,000 one-year notes, due 
February 15, 1922; $10,000,000 two-year 
notes, due February 15, 1923;; $12,000,- 
000 each three- and four-year notes, due 
February 15, 1924 and 1925.” 

It is pointed out that the plan will not 
in any way finance foreign sales. Neither 
should it be construed as presaging any 
great increase in copper production. Its 
chief benefit, observers believe, will lie in 
the greater stability it will impart to the 
general copper market. There seems little 
likelihood now of any further recession in 


copper prices. 





SAVING PREVENTS ACCIDENTS 

Safety engineers and experts in indus- 
trial problems present at the recent Safety 
Congress were of the belief that a large 
percentage of industrial accidents could be 
charged directly to carelessness, super- 
induced by domestic troubles generally of 
a financial nature. They stated that where 
workers save their money and are finan- 
cially secure, they are more attentive to 
their work, more careful about what they 
do and therefore help greatly in prevent- 
ing industrial accidents. 

The United States Treasury Savings 
movement aims at encouraging the spirit 
of saving and ‘in issuing its securities in 
popular denominations of 25 cents, $1, $5, 
up to $1,000 places them within easy reach 
of every man, woman and child in this 
country and thus promotes financial se- 
curity. An individual Savings Fund means 
better housing conditions for workmen, 
insuring better health, steadier nerves and 
a brighter outlook on life. It also means 
better food, better clothing and a reserve 
for timely medical attention. It enables 
them to get ahead, which means greater 
hopefulness reflected in greater production. 

An individual Savings Fund means free- 
dom from debt, thus removing one cause 
of worry and anxiety which frequently re- 
sult in accidents. It means forming the 
habit of caring for machinery, inspecting 
it more closely and thereby avoiding pos- 
sible accidents. It tends to develop self- 
control and a desire for co-operation with 
employer and fellow-employee and to dis- 
courage waste of company’s property and 
material, inasmuch as the person who is 
thrifty with his own money and property 
is also more careful of the property of 
his employer. 
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Standard Oil Buys Interest in Sinclair Pipe Lines 


Deal Calls Attention to Phenomenal Growth of Indiana Company—Income from Stock 
Averaged 34% a Year for Past Nine Years 


YAREFUL discrimination in the selec- 

C tion of oil securities appears to be 

more necessary now than at any time 

since the oil industry has taken a prominent 
place in Wall Street. 

t is likely that earnings of almost all 
the oil companies will be adversely affected, 
for the time, by the conditions prevailing in 
the trade, but this readjustment is not an 
unwelcome development so far as the sub- 
stantial and established companies are con- 
cerned. It will enable them to make ad- 
ditional acquisitions at favorable prices 
which will further strengthen their position 
in the industry and later result in larger 
earnings than have yet been realized. 

Companies such as the larger Standard 
concerns, the Gulf and the Texas Com- 
pany are at present busily engaged in en- 
trenching themselves for the prosperity 
which the oil business is sure to enjoy in 
tuture years. 


Indiana’s Purchase of Sinclair Interest 


\n important development along these 
lines is the acquisition by Standard Oil of 
Indiana of a one-half interest in the Sin- 
clair Pipe Line Company, controlling a 
system embracing about 2,800 miles of pipe 
lines extending from the Ranger field of 
Texas through the important producing 
sections of Oklahoma and Kansas across 
Missouri and Illinois to Chicago. This is 
one of the most important pipe line sys- 
tems of the country and its construction 
is understood to have involved an expendi- 
ure of approximately $30,000,000. 

In the oil business this pipe line system 
has generally been regarded as the back- 
bone of the Sinclair organization, acting 
as a feeder to the company’s various re- 
fineries. 

Heretofore Standard Oil of Indiana has 
not been extensively interested in produc- 
tion, but during the war period and since 
that time the company has had difficulty in 
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securing adequate requirements of raw ma- 
terial to keep its big plants operating at 
full capacity. Naturally the Indiana man- 
agement was desirous of making the com- 




















pany more independent along these lines 
but did not wish to incur the necessity of 
making vast expenditures on drilling ope- 
rations, the return from which must al- 
ways be regarded as more or less uncer- 
tain. The opportunity to purchase a half 
interest in the Sinclair Pipe Line system 
is, therefore, looked upon as one which 
would enable the company to strengthen 
its position in regard to crude oil sup- 
plies. This pipe line system embraces the 
ownership of many storage tanks in the 
Mid-Continent field which the Indiana 
company will be in a position to fill up 
with cheap crude oil and later move its 
product over the Sinclair lines. 


It is announced by the management of 
both Sinclair and Indiana companies that 
the pipe line capacity will be further in- 
creased as a result of the Standard’s ac- 
quisition of an interest in the same. 


Favorable to Indiana 


From Standard Oil of Indiana’s view- 
point this deal cannot be looked upon other 
than as a very favorable development. 
From Sinclair’s yiewpoint, however, the 
transaction appears to be an unfavorable 
one. There could be no other apparent 
object in Sinclair’s parting with a half 
interest in its most valuable asset than to 
raise money. From the viewpoint that it 
furnishes the company with some cash 
which it urgently needs it might be said 
that Sinclair is gaining something, but 
from the long range viewpoint the sacri- 
fice must be considered. 

President Sinclair is emphatic in his an- 
nouncement that the transaction with the 
Indiana company does not involve the 
granting to that company of any interest 
whatever in the other Sinclair properties. 
People in touch with the oil industry, 
however, are of the opinion that the 
Standard probably would not care to ac- 
quire an interest in the other properties 
except at a ridiculously low price. 

This transaction brings into prominence 
what appears a vital weakness in the 
Sinclair situation, which is that the com- 
pany has been built up at the peak of 
the market. There was a possibility that 
Sinclair could maintain its position in the 
trade and even continue to further ex- 
pand so long as the prosperity in prices 
of recent years was maintained. Under the 
most favorable conditions the company 
might have been able to show a fair re- 
turn upon the extensive capital invested 
in its business. With any setback in the 
petroleum industry, however, it was ap- 
parent to keen observers that this com- 














One of the 64 pumping stations along the Sinclair pipe line system. The Sinclair Company owns and operates the second largest 
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trunk pipe line system in the world 
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pany would be under a big handicap in 
competing with older concerns which had 
acquired the bulk of their assets at much 
lower levels and were, therefore, in a 
better position to weather any storms 
which might come up. 


Switch Might Be Advisable 


As Standard Oil of Indiana has acquired 
an important interest in the Sinclair 
properties it would seem well for stock- 
holders. of Singla® to carefully consider 
the advantagé of switching their invest- 
ment from Sinclair to that of the Indiana 
company’s shares. The Sinclair company 
has outstanding approximately 3,750,000 
shares selling in the market for about 
$93,000,000. In addition to this the com- 


pany has _ outstanding approximately 
$50,000,000 «five-year convertible 74% 
notes, besides several million other notes 
and bonds. 

In looking at Standard Oil of Indiana 
we find this company with a capitalization 
outstanding after the recent stock dividend 
of approximately $83,000,000, including 
stock which was issued in exchange for 
other securities last year. This stock is 
selling in the market for about $230,000,000. 
The company has no funded debt of any 
kind. 

A comparison of the financial statements 
of the two companies would be of little 
use to an investor as the Sinclair proper- 
ties are carried at prices which represent 
in most cases the highest values which 





have been attained in the oil business, 
while the Indiana properties are carried 
at extremely conservative values and could 
not be duplicated for a great many million 
dollars more than the figures shown in the 
balance sheet. An instance of the under- 
valuation of this company’s assets is the 
fact that the company does not include in 
its balance sheet the Burton Process for 
cracking heavy oils into lighter product 
This process is used by many other com- 
panies which pay the Standard Oil Com. 
pany of Indiana a royalty; and it has been 
stated on good authority that, on the basis 
of the present returns, this process has 
an actual value to the Indiana company 
of approximately $150,000,000, which 
(Continued on page 657) 


Active Oil Development in South America 
Fields Hold Promise of Rivalling Mexico—Work Progressing Fast in Ecuador, Venezuela and 


HERE is much controversy between 

geological authorities and leading 

petroleum operators about the world’s 
supply of crude petroleum whether or not 
it has been fully discovered and its con- 
trol and distribution. The United States, 
Mexico, Russia, Persia, Japan, Rumania, 
Galicia and Borneo are the present known 
sources of crude oil and have for the last 
sixty years been supplying the world with 
the light, heat and power produced from 
crude petroleum. The world war brought 
on an acute hysteria among theorists, gov- 
ernment officials and a few oil operators 
who are inspired by varying motives. 
Their subsequent efforts to locate new 
deposits of petroleum have fairly well 
covered the inhabited and explored earth 
areas and the excursionists have compiled 
divergent descriptions and opinions. Un- 
til recently South America seems to have 
been somewhat neglected in these re- 
searches, principally, it may be assumed, 
because the world has not yet been acutely 
inconvenienced by any lack of crude and 
refined petroleum. It may be helpful to 
present a concise statement of past, pres- 
ent and future progress and development 
of petroleum in South America which has 
an oil history that is very interesting. 


Beginning of Development 


Deposits of crude petroleum were so 
generously placed in the United States 
and so widely and uniformly distributed 
that our own nationals felt no impulse 
to .extend their activities into foreign 
lands. As a result the nationals of other 
governments were originally practically 
without competition from us in such fields 
as South America; and they had- the 
added incentive of acquiring something 
greatly needed for their economic safety 
and power. Great Britain nearly always 
has been a leader in search for petroleum 
supplies that could be controlled by her 
nationals, generally through the medium 
of capital investment. British capital was 
interested in Russia, in Galicia, in Ru- 
mania and in India for actual production 
and in many other areas for preliminary 
exploitation. It has been particularly 
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Colombia 


By H. L. WOOD 


active in Persia, where the British gov- 
ernment secured control by furnishing 
the funds directly from the national treas- 
ury. Following largely the same lines, 
English capital twenty years ago secured 
petroleum concessions from the govern- 
ments of Peru and Ecuador and began 
development work that continued steadily 
until about the beginning of the world 
war, when conditions suggested a sale of 
the properties. 


Standard Oil Purchase 


The English companies that obtained 
the first Peruvian concessions were the 
London & Pacific Petroleum Co., Ltd., 
and the Lagunitos Oil Co., Ltd., a pro- 
ducing company, and the West Coast Oil 
Fuel Co., Ltd., a marketing concern. A 
daily production of about 4,000 barrels 
had been developed along the Pacific coast 
in northwestern Peru, with a refinery at 
Talara. A fourth English company, Lo- 
bitos Oil Co., Ltd., was producing from 
acreage on the Guayaquil river in south- 
western Ecuador and in Peru. The con- 
cessions thus acquired by the English 
embraced approximately 540 square miles. 

After its incorporation in Canada in 
1914 as a subsidiary of Imperial Oil, Ltd. 
—Canadian subsidiary of the Standard 
Oil Co. (N. J.)—the International Petro- 
leum Co., Ltd., purchased the properties 
of thé three English companies in Peru 
and took charge in 1916, also entering into 
an operating agreement with the Ecuador 
company. Development work was neces- 
sarily restricted during the war period, 
but after the armistice operations revived, 
resulting in the drilling of many more 
wells and the building up of production to 
approximately 6,000 barrels daily. Also 
the Talara refinery was enlarged to a 
charging capacity of 6,000 barrels, its 
products being distributed in Peru, Ecua- 
dor and Chile. 

A considerable part of the Peru and 
Ecuador crude was for a time shipped in 
tankers to the International’s refinery at 
Yoco, near Vancouver, British Columbia, 
a distance of about 3,800 miles. After 
treatment at Ioco some of the products, 


especially fuel oil, were returned to Peru 
and, Chile. Now most of the Peruvian 
output is handled from the Talara refinery. 

In 1920, drilling activity was continued, 
the total number of wells completed being 
approximately 1,600, and a number of 
drilling rigs are kept in operation. The 
eastern limits of the producing area are 
now 16 miles back from the coast, edging 
into the foothills of the western slopes 
of the Andes mountains. The crude oil 
produced in Peru and Ecuador ranges 
in gravity from 36 to 42 degrees, Baume, 
and is rich in gasoline. 


Columbian Acquisition 


Late in 1920 the International Petroleum 
Co., Ltd., purchased the de Mares conces- 
sion acquired three years ago by the Trop- 
ical Oil Co., organized by a number of oil 
operators at Pittsburgh, Pa. comprising 
between 2,000,000 and 3,000,000 acres, with 
three completed wells estimated as capa- 
ble of producing 10,000 barrels daily. The 
Tropical Oil Co. had expended $1,000,000 
in preparing for active development. 

The de Mares concession is situated on 
the Magdalena river in Colombia in San- 
tander del Sur, with the Colorado river, 
35 miles east of the Magdalena, as the 
hub of operations; and 426 miles south of 
Port Colombia on the Caribbean sea, 
where the Magdalena river debouches, 
Baranquilla being the river port. The 
Tropical Oil Co.—which is generally re- 
ferred to as a Benedum & Trees organ- 
ization—is maintained as a live corpora 
tion for distribution of purchase moneys 
and royalty interests. 

The International Petroleum Co., Ltd., 
has shipped sixteen drilling outfits to its 
Colombian property and will actively de- 
velop a productian equal to transportation 
facilities and trade demands. The Mag- 
dalena river forms the transportation sys- 
tem for central Colombia for a distance of 
600 miles above its mouth, and is a con- 
venient avenue of approach to interior oil 
fields. The International company will 
construct a pipe line from its producing 
terminals to either Barranquilla or Puerte 
‘Colombia, where tank “steamers can be 
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loaded with 25,000 barrels daily. A small 
topping plant is already in operation near 
the producing wells, and in the event 
that the anticipated large production is 
developed a large refinery will be required 
on the Caribbean sea. The crude oil 
will also be shipped to the International 
refinery at Vancouver and to Imperial 
Oil, Lfd., refineries at Halifax, N. S., and 
Montreal, P. Q., Canada, and Gulf of 
Mexico and Atlantic ports. 

\long the eastern side of the Magda- 
lena river and stretching for miles in 
places favorably located, very extensive 
seepages occur that clearly indicate rich 
oil deposits beneath, as in Mexico. These 
seepages have been known for many years 
and were crudely utilized by the natives 
for illuminant and lubricating. On the de 
Mares concession the seepages are dis- 
tinctly marked for thirty-five miles. The 
oil is of high gravity and gasoline con- 
tent, showing in places gravity of 36 and 
38 degrees, Baume. One of the Tropical 
wells is 1,500 feet deep, one 1,700 and one 
2,300 feet, seven distinct sand formations 
having been encountered in drilling to that 
d pth. 

The International Petroleum Co., Ltd., 
s now excellently situated in South Amer- 
ica, with its great acreage and developed 
production, and has the capital, organiza- 
tion and long experience to successfully 
evercome South American handicaps. 


Other Colombian Activities 


The first systematic work to acquire oil 
acreage in Colombia was begun by C. K. 
MacFadden and associates seven years 
ago, now operating as the Carib Syndi- 
cate, with the Carib Trading Co., Ltd., 
90 West street, New York. The Carib 
Syndicate acquired about 2,000,000 acres, 
including the Barco tract of 800,000 acres 
lying a little east of north of the de 
Mares concession and in both Colombia 
and Venezuela. Several test wells have 
been drilled to shallow depths, there be- 
ing a producing well adjoining the east 
line of the Barco tract. 

Part of the Carib acreage has been sub- 
leased to other operating companies, the 
Henry L. Doherty & Co. interests taking 
over a million acres through its subsidi- 
ary, the Colombian Petroleum Co. The 
latter is now drilling a test well and has 
prepared for permanent development work. 
The Carib interests maintain regular drifl- 
ing and exploration crews that cut roads, 
make locations, drill wells and turn over 
selected acreage to operating companies, 
thus permitting them to avoid many em- 
barrassing preliminaries for those not 
familiar with Colombian and Venezuelan 
laws and regulations and local inhabi- 
tants—an important consideration. 

The Transcontinental Oil Co., Pitts- 
burgh, Pa., through a recently organized 
subsidiary—the Mid-Colombian Oil & 
Development Co.—holds approximately 
900,000 acres. Honda, on the Magdalena 
river where open navigation ceases be- 
cause of rapids, has been selected as oper- 
ating headquarters and concrete construc- 
tion work is now under way. One test 
well has been started. This company has 
one tract of 170,000 acres just north of 
Simiti, about half-way between the de 
Mares concession and the mouth of the 
Magdalena river, in swampy jungles. 

Other companjes from the United States 
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and South America that have either al- 
ready acquired acreage through direct 
leases or have development contracts with 
original concessionaires, with representa- 
tives on the.ground, are: The Texas Co., 
Gulf Oil Corporation, Sinclair interests, 
Emerald Oil Co., Atlantic, Gulf & West 
Indies Co., Pure Oil Co., The Sun Co., 
Island .Oil & Transport Co., Marland 
Refining Co. Mid-Co Petroleum Co 
(Tulsa and New York), Union Oil Co. 
(Cal. and Del.), Leonard Exploration Co., 
Bradford-Colombian Oil Co., Atlantic Oil 
Co., Three Seas Petroleum Co., Guffey- 
Gillespie Oil Co., West India Oil Co. 
of Texas, National Petroleum Co, (Colom- 
bian citizens), Martinez Oil Co., Tolima 
Oil & Refining Co. Cartagena Oil 
& Refining Co., Antioquin Petroleum Co., 
Magdalena River & Coast Oil Co., Spel- 
lacy Bros. of California, Prudential Oil 
Co. and many individual prospectors. 

English interests are represented in 
South America by the Royal Dutch-Shell 
Syndicate, Balfour-Williams, Colombian 
Mining & Exploration Co., the Alvez and 
the Jenkins groups of London and the 
Anglo-Persian Oil Co. 


Venezuela Development 


The first drilling done in the Mene 
Grande district in the Maracaibo region 
resulted in several good wells at depths 
ranging from 1,200 to 1,400 feet from reg- 
ular sand formations, the crude being of 
36 to 38 degrees, Baume, gravity. One 
of these wells, flowing, was estimated to 
make 4,000 barrels. Enough oil was de- 
veloped to warrant the construction of a 
6,000-barrel refinery, but the war prevented 
completion and operation. In 1916 ex- 
ploration work was carried on at Perija, 
50 miles west of Lake Maracaibo, and in 
the Limon district. In 1919 drilling oper- 
ations extended into the Miranda district, 
east of Lake Maracaibo. Prospect drilling 
in eastern Venezuela showed no produc- 
tive value, and 1920 operations were trans- 
ferred to the west along the Venezuela- 
Colombian boundary, west and slightly 
south, where a well, estimated to be good 
for about 800 barrels, looks favorable. 

Following four years of exploration 
work in Venezuela the Burlington Invest- 
ment Co., Ltd., and its subsidiaries sur- 
rendered all but 326,250 acres. 

The Royal Dutch-Shell interests built a 
refinery at San Lorenzo, on Lake Mara- 
caibo, and put the first plant started on 
Curacao Island, Dutch West Indies, in 
operating shape, but the San Lorenzo 
plant, being closer to production, handles 
most of the business. Fuel oil stations 
are maintained at La Guaira and at Puerto 
Cabello, and refined oils are distributed 
in accessible territory. Several barges 
operate on Lake Maracaibo and to Curacao 
Island, the gradually expanding trade call- 
ing for better transportation facilities. 

Exploration work in Venezuela has 
largely been confined to territory skirting 
the Caribbean Sea, including the Lake 
Maracaibo region in the northwestern por- 
tion. As work has extended west and 
southwest, the showings indicate that the 
main trend of South American produc- 
tion is north and south wherever drain- 
age areas are of sufficient extent to per- 
mit the deposition of sands and the con- 
ditions were favorable to the formation 
of petroleum. South America, away from 


coastal levels, is terrifically scarred by 
many high and almost impassable mountam 
ranges—there being three ranges of the 
Andes between the Magdalena River 
through Colombia and the Pacific coast in 
Peru and Ecuador, shutting off all com- 
munication by ordinary methods. There 
is thus left for possible oil development 
only the frequently narrow streaks of 
swampy jungles that mark the stream and 
valley levels. A great deal of money must 
be spent to cut through the jungles and 
provide roads for ingress and egress. 
Rivers provide natural transportation for 
straight-line and lateral transportation and 
pipe lines can be laid for moving the crude 
oil. 


Other Possible Production 


Commercial production already devel- 
oped shows that Peru, Venezuela, Colom- 
bia and Ecuador may be successfully ex- 
ploited for petroleum, with indications 
that those four countries will eventually 
become very important additions to the 
world’s supply, perhaps equaling Mexico. 
Within three years, if there is demand for 
crude petroleum in excess of present re- 
quirements, South America will be drawn 
upon. Caribbean Sea ports are nearer, in 
hours and distance, to New York than 
Tampico and Tuxpam, Mexico, and via 
the Panama Canal, California is mor¢ ac- 
cessible than Gulf of Mexico ports. In- 
asmuch as tank steamers must be em- 
ployed to transport petroleum from one 
country to another, South America, if 
quantity production is developed, can be 
quickly made accessible to every principal 
port of the world. 

Argentina has been intermittently try- 


ing to develop oil to supply its rail and 
marine boilers for many years, but the 
government has undertaken to do the work 
unaided, having withdrawn all oil-bearing 
land from exploitation by the nationals of 


other countries. A little oil and gas has 
been thus developed and used—just enough 
to whet an appetite for more—and the 
government, seeming to realize its own in- 
ability to successfully develop the fields, 
appears now more inclined to permit out- 
side capital and trained operators to 
acquire land without prohibitive restric- 
tions. The oil so far produced in the 
Rividavia district near the coast is rather 
heavy, but it is reasonable to expect that 
profitable oil production will be some- 
where developed if proper encouragement 
is offered. Almost two thousand miles 
south of Buenos Aires, on the Atlantic 
coast in Patagonia, controlled by Argen- 
tina, several test wells made fine show- 
ings; but private capital was practically 
barred. The government announces it has 
just completed a 20,000-barrel well in the 
Comodoro Rividavia district. 

Parts of Brazil, Bolivia and Chile should 
produce petroleum in commercial volume 
whenever serious exploration is under- 
taken. Plentiful supplies of both refining 
and fuel oil leave no incentive at this 
time to discover fields in remote places, 
for, if found, they could not enter com- 
merce in competition with the United 
States, Mexico and European fields already 
developed and accessible. 


Title Requirements 


There is a quite general impression, en- 


(Continued on page 644) 
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THE COLORADO CODFISH CORP. 


Biggest Producer in the United States—A 
Share of Stock for Every Fish—No 
i. Working Capital, But What 
of That? 


A few nights ago the poor devil who 
has to read the promotion literature that 
drifts into this office had a dream. While 
still asleep, he rose from his bed, walked 
over to his typewriter and produced the 
following : 

The Colorado Codfish Corporation was 
incorporated June 31, 1919, being formed 
out of a number of other important cod- 
fish concerns. It is considered the biggest 
codfish producer in the United States. 
The ordinary way of getting codfish is to 
hire a boat and go out and fish for them, 
but the company has put something over 
on the rest of the sleeping population by 
discovering immense schools of codfish in 
the mines of Colorado. These are ex- 
tracted by a special and patented process 
and the cost is extremely small. 

There are 110,000,000 people in the 
United States and it is estimated that each 
person ought to use at least one codfish 
a year, which easily demonstrates the 
enormous potentialities of the corporation. 
To be sure there is no such thing as 110,- 
000,000 codfish in Colorado, but strangely 
enough whenever a codfish is extracted 
from the mine there is always another 
one to take its place, so that a sort of 
perpetual motion is the result. 

The company is in excellent financial 
shape, having only 110,000,000 shares of no 
par value. The company has no working 
capital but this doesn’t mean much con- 
sidering that there are a lot of other com- 
panies we could namie which are also a 
bit shy on working capital. 

We think that this company has a great 
future, it being understood that a pretty 
good brand of liquor can be made from 
codfish and that this is considerably better 
than the ordinary wood alcohol which is 
being dispensed nowadays. It is, there- 
fore, easy to see the possibilities in front 
of the company. Most people think that 
codfish is only good for cod liver oil but 
this is a mistake. We expect that as soon 
as the long-suffering population of this 
country gets acquainted with the other 
virtues of the codfish that they will fall 
all over themselves to buy the stock which 
we hope to sell to those who have not been 
already stung before. 

We cordially invite you to come and 
visit the codfish mines of the company 
and feel sure that you will be surprised by 
what you will see. 

Yours truly, 


HUMOR IN ADVERTISING 
The following good stories were told 


by J. A. Corcoran, in charge of the Com- 
mercial Section of the Publication Bureau, 


at a recent conference held in Schenectady. 


He was pointing out the value of humor 
in advertisements : 

A coal merchant had a sign printed: 
“I intend to make it hot for anyone using 
my coal.” 

A druggist used the following: “If you 
don’t use our soap, then for heaven’s sake 
use our perfumes,” 

A milk dealer finding competition hard, 
advertised: “Milk from contented cows.” 
A pork butcher then followed suit with 
a sign: “Buy our sausages, made from 
little pigs that died happy.” 

An electrical retail dealer who was sell- 
ing washing machines hung up an adver- 
tisement outside his shop saying: “Don't 
kill your wife; let our washing machines 
do the dirty work.” 

Another electrical dealer in California 








CRAZY TIMES 


Strike and the world strikes with 
you, work and you work alone; our 
souls are ablaze with a Bolshevik 
craze, the wildest that ever was 
known. Groan and there'll be a 
chorus, smile and you make no hit; 
for we’ve grown long hair and we 
preach despair and show you a daily 
fit. Spend and the gang will cheer 
you, save and you have no friend; 
for we throw our bucks to birds and 
ducks and borrow from all who'll 
lend. Knock and you'll be a win- 
ner, boost and you'll be a frost; for 
the old sane ways of the pre-war 
days are now from the programme 
lost. Strike and the world strikes 
with you, work and you work alone; 
for we'd rather yell and raise blue 
hell than strive for an honest bone. 
Rant and you are a leader, toil and 
you are a nut; ‘twas a bitter day 
when we pulled away from the old 
time workday rut. Wait and there'll 
be a blowup, watch and you'll see a 
slump, and the fads and crimes of 
these crazy times will go to the 
nation’s dump.—N. Y. Sun. 




















wishing to expedite sales of electric 
lamps, borrowed two monkeys from the 
local zoo, and placed them in the window 
with a lighted lamp. As it was a little 
cold the monkeys fought to get the lamp 
and hug it for warmth. He put a notice 
above the show saying: “You can monkey 
with our Mazda lamps, but you can’t 
break them.” 


CAUSES AND EFFECTS IN A CERTAIN 
STOCK MARKET COLUMN 


In the first hour Assets Realization 


broke from 3 to 2 7/8. This unsettled the 
entire list and U.S. Steel sold off ten 
points. 

In the second hour the market reversed 
itself under the leadership of Denver & 
Rio Grande common which advanced from 
1% to 1%. This outburst of strength 
steadied the oils and Standard of New 
Jersey got 90 points above its low of the 
day. 

Toward the close the market was mak 
ing good headway on the constructive side 
when the Waldorf crowd launched a de 
termined drive on Union Pacific prior lien 
4s. In sympathy with the weakness in this 
prime investment issue, everything made 
new lows. 


GOING THROUGH THE MOTIONS 


To go ahead at full speed and yet stand 
still would seem to be in the nature of an 
unusual accomplishment, yet it is some- 
thing which is very often seen in Wall 
Street. Apropos of the same I recall the 
“methods” of a certain trader. He was 
a man who believed in active trading. He 
liked to get in and out of the same stock 
within a few minutes, if possible. One 
afternoon I discussed with him the ad- 
visability of such a method. We argued 
pro and con, and finally to convince me, he 
suggested that I stand with him at the 
ticker and watch his operations. He 
agreed to show me every order he put 
in before its execution. Here is what hap- 
pened: He bought 300 Steel at 8834 and 
sold it at 8874; 200 Baldwin was bought 
at 112 and sold at 112%; 200 Reading was 
bought at 94% and sold at 93%; he 
bought 200 Pan-American at 91 and sold 
it for 92% and wound up the day by buy- 
ing 300 Beth. Steel B at 73 and sold the 
same for 73%. He thus bought and sold 
within the space of two hours 1,200 shares. 
His profits amounted to $537.50. His 
losses amounted to $125. So far, so good. 
But—Deducting further $360 for commis- 
sions and $48 for taxes, this left him with 
a total profit of $4.50. Not very much of 
a profit when the risk involved is consid- 
ered. E. D. K. 


THE KIND OF A WIFE TO HAVE 


Hubby—“I’m afraid, my dear, that we'll 
have to retrench. You see the stock I 
bought went down on me, and I’ve lost a 
lot of money.” 

Friend Wife—“Oh, that’s all right. 
Don’t worry. When you told me you 
bought X. Y. Z. I promptly sold it short. 


AT 80, HE HAS A CHANCE 


“Yes,” said the Wall Street Philosopher, 
“a man is always a fool until he is fifty. 
it takes him until he is forty to realize it, 
and ten years more to correct it—in part.” 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer | 


As the general tendency im a given trade is but one of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as ene of many 
factors to be considered before arriving at a conclusion. 





STEEL 








Competition in Full Swing 


TS steel market is characterized by 
conditions which are truly competi- 

tive. The only interest which is not 
engaged in attempting to secure business 
from its competitors by making price con- 
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cessions is the Steel Corporation. Prac- 
tically all the others are attempting to 
create markets for their products in this 
fashion. There is scarcely an indepen- 
dent mill which would refuse to meet the 
new situation by making suitable conces- 
sions. 

It cannot be said that price cutting thus 
far has developed any new business of 
importance. In fact, such action seems to 
have resulted in making prospective pur- 
chasers more cautious than ever. This 
s a natural sequence. ; 

Although price-cutting began several 
months ago, many products resisted this 
pressure, Recently, however, they, too, 
have succumbed. Among these are shapes, 
plates, bars and sheets. Reduction in 
these products amount to $3-$8 a ton be- 
low the Steel Corporation level. 

The big company is now commencing 
to feel the depression in earnest. Its 
olants are operating at about 70% capac- 
ty as against 80% several weeks ago and 
90% at the beginning of the year. The 
more important independents continue to 
operate at about 25% capacity. 

Considerable tonnage of basic pig iron 
was moved at the $25 level. This marks 
a reduction of 50% since the high mark 
of last August. The market is weak 
enough to permit even further reductions, 
although this will depend principally on 
coke costs. Thus far coke has been hold- 
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ing up to the $5.50 level, and if pig iron 
is to get below $25 a ton, coke will have 
to come to below $5 a ton. 

The steel industry, aside from the lead- 
ing interest, is rapidly adjusting itself 
with regard to labor. Most of the steel 
companies, by this time, have cut wages 








THE TREND 


STEEL—Competitive conditions prevail. 
Plates, bars, sheets, etc., cut below 
Steel Corporation levels. Price re- 
ductions have so far not resulted in 
important new business. Situation 
confused and trend continues down- 
ward. 

EQUIPMENTS—Price cuts in machines 
and tools. Buying of railroad equip- 
ment not up to expectations. Slump 
in railroad traffic will affect this 
industry. 

OlL—Further reductions in crude oil 
prices. Prairie Pipe Line commences 
to buy all mid-continent crude of- 
fered at these prices, which is the 
first encouraging development in 
some time. Refined products weak 
and trend is toward lower prices. 

LEATHER—D tic busi slightly 
improved but exports are disappoint- 
ing. Conditions have not improved 
as rapidly as expected but are better 
than at the close of last year. 

LIVESTOCK—Prices at bottom. Hogs 
are profitable on account of cheap- 
ness of corn. Steel should sell 
higher. 

COAL—Market unchanged. 
minimum. Exports negligible. 
look uncertain. 

COPPER — Production still declining. 
Demand not large. Prices unsettled 
and remain near the bottom. Long- 
range outlook is favorable but the 
immediate outlook is uncertain. 

apg ne Pps own cevly increasing. 

d until conditions 
eens Outlook is for a long and 
slow period of recuperation. 

COTTON—Makes new low prices. Cot- 
ton is low but so is purchasing power 
of the world. On the other hand, 
technical condit’on of the market fa- 
vorable for a rise, ubt this will be 
used as an opportunity to sell South- 
ern-held stocks. 

SUMMARY-—Situation continues irregu- 
lar. Some commodities to make new 
lows and period of price-cutting evi- 
dently not concluded. Trade is dull 
but showing a slightly better tone. 
Manufacturing activity slowly in- 
creasing. 
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about 20% on the average. This, of 
course, tends to offset the loss caused by 
the reductions in the price of steel 
products. 

Considerable complaint from the steel 
interests is heard with regard to the high 
cost of transportation. This is a very 
large factor in ultimate costs. If trans- 
portation costs could be brought down, 











83 YEARS 


SUCCESSFUL 
OPERATION 


The business of Deere 
& Co. was founded in 
1837. The company is to- 
day a leading factor in the 
manufacture of Farm Im- 
plements. 


We offer the Deere & 
Co. 7% gold notes, due 
1931, at 99 and interest to 
yield 7.65%. With the ex- 
ception of a small mort- 
gage ($85,000) these notes 
constitute the company’s 
only funded debt. Earn- 
ings in 1920 were more 
than 6 times interest re- 
quirements. 


Full particulars on request fer 
circular M-9 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bldg. 
New York 


Tel. Rector 6770 
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j PARTIAL PAY- 
MENT PLAN is an ideal 
method for the small investor 
to take advantage of Cg 
low prices in securities, 

making a moderate initial 


payment and small monthly 

payments thereafter. 

Send for our booklet which 
explains this method in detail 


showing the initial payment 
and future payments required. 


We will also be pleased to 
send you our current list of 
attractive investments 

which contains securities 


Vtiiing hon 6h to 9%. 


YOUR INQUIRIES INVITED 


dam 
Morais & SMITH 


Members New York Stock Exchange 


66 Broadway New York 
Phone RECtor 6060 















































































HUDSON & 
MANHATTAN 


rst & Ref. 5s, 1957 


The “Hudson Tubes” 
are carrying about 400,- 
ooo passengers a day be- 
tween New York City 
and New Jersey. The 
importance of this sys- 
tem is indicated by the 
constantly increas- 
ing number of passen- 
gers it carries. 


A careful study of the 
situation has convinced 
us that the Hudson & 
Manhattan First & Ref. 
ss, due 1957, which 
cover this railroad prop- 
erty as well as the Hud- 
son Terminal Building 
in New York City, are 
an unusually attractive 
investment. 


These Bonds are active 
on the New York Stock 
Exchange and are sell- 
ing at present around 65 
at which price they 
yield 8%. 


If you are interested, we 
shall be glad to outline 
fully the features of this 
issue on which we have 
based our opinion. 


Tobey & Kirk 


FOUNDED te73 
MEMBERS NEW YORK STOCK EXCHANGE 
25 Broap Sr.,New York 
Direct Private Wire 
CHICAGO DETROIT PITTSBURGH 
ST. LOUIS KANSAS CITY 






the steel companies, who have already cut 
wages, could sell their products at even 
lower prices than the present and still 
continue operations profitably additionally, 
it would stimulate demand. Unfortu- 
nately, owing to present conditions, the 
carriers are not in a position to permit the 
reduction of rates on steel products. The 
problem, therefore, remains unsolved. It 
is merely one of those circumstances which 
show the difficulties in the way of an im- 
mediate readjustment with regard to this 
industry. 
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Market Continues Dormant 


) epee most interesting development in 
the copper industry during the past 
few weeks has been the financing of 400,- 
000,000 pounds of copper out of the ex- 
isting surplus of 600,000,000 pounds 
through the flotation of $40,000,000 notes. 
These notes are guaranteed by the lead- 
ing copper producers. On the surface, 
this looks as if it took 400,000,000 pounds 
of copper out of the market. Actually it 
does nothing of the sort. 

As long as this copper remains unsold, 
it remains just as much a factor as ever. 
The note issue merely moves the strain 
from the banks and large producers to the 
individual investor. The statistical posi- 
tion of the commodity remains the same. 

The most vital problem before the cop- 
per producers is to move the large sur- 
plus. Most of this will have to go to 
Europe which is normally a large con- 
sumer. The question then as to when 
this surplus will be moved depends upon 
how soon Europe re-enters the market on 
a big scale. The unsettled conditions 
abroad do not admit of the possibility of 
an important improvement in this regard 
and it is therefore unlikely that any con- 
siderable part of the surplus can be 
moved abroad for some months to come. 
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Production continues to decline, but as 
yet this has not been accompanied by a 
buying movement from domestic sources 
large enough to absorb important quanti- 
ties. Probably the present rate of produc- 
tion and consumption are just about bal- 
anced. 

One favorable element of the situation 
is that copper prices have not declined to 
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a new low. It is likely that the bottom 
has been reached. Here and there among 
the smaller dealers there is a tendency to 
shade prices in order to get business, but 
the larger factors hold aloof from such a 
policy, especially now that they are re- 
moved irom the necessity of carrying the 
financial burden of the metal surplus. 

It hardly appears probable that the pres. 
ent dull conditions in the copper market 
will change materially for some time to 
come. The statistical position of the 
commodity and ‘the unfavorable nature of 
the general economic situation are re- 
tarding factors. 
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Buying at a Minimum 


HE equipment situation, including 
railroad equipment, tools and ma- 
chines, is well defined in an unfavor- 
able sense. Naturally being so dependent 
on the condition of industry, as a whole, 
this particular industry is a peculiarly 
good barometer of the business situation. 
Since the decline in industrial activity, 
the equipment companies have faithfully 
reflected the situation. Their present con- 
dition and business outlook cannot be 
considered satisfactory. 

With regard to machine tools, buying 
is of very modest proportions; although 
the situation is different in different parts 
of the country. Thus demand in the Pitts- 
burgh and Chicago districts is somewhat 
greater than in the New York and New 
Fngland districts, although in no case is 
demand as great as that of last year. 

To meet the situation, makers of this 
particular sort of equipment have reduced 
their prices considerably. One large man- 
ufacturer of drill presses and _ special 
machines cut prices 20% and a number of 
others cut prices ranging from 10-15%. 

‘This tendency will probably become more 
pronounced as it is a rather recent 
development. 

Particular interest in this industry is 
centered on railroad equipment. In this 
regard, the locomotive makers are prob- 
ably better off than the other manufac- 
turers; as the need for locomotives is still 
large, although, by virtue of the poor 
railroad situation, not nearly so large as 
some have imagined. The drop in rail- 
road activity naturally lessens require- 
ments for tractive power and this has a 
consequent effect on the locomotive mak- 
ers. Nevertheless, there are enough rail- 
road companies, in need of locomotives, 
under any conditions, to admit of the 
assumption that locomotive makers will 
not be very drastically affected by the 
railroad slump, although they will natur- 
ally be affected to some extent. 

It is with particular regard to the mak- 
ers of freight and passenger cars that the 
immediate situation looks most unprom- 
ising. Since last year the freight car sit- 
uation has completely changed. The short- 
age of over 100,000 cars has been con- 
verted into a surplus of about 350,000 cars. 
Where a surplus of such large proportions 
exists, it is impossible to believe that buy- 
ing can be heavy. 

The decline in railroad traffic is not a 
fortunate development for the car mak- 
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ers. Their prospects depend entirely upon 
improvement in the railroad situation 
which in turn depends on the general in- 
dustrial situation. That developments 
may occur during the next few months to 
radically alter present unfavorable condi- 
tions, is possible, but it is hardly likely 
that the immediate future can be produc- 
tive of good results so far as this branch 
of the equipments are concerned. 
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Conditions Highly Unsettled 


HE crude oil situation continues un- 
favorable. Despite the extensive cuts 
in prices made since the beginning of the 
year, further price reductions are noted 
from day to day. Pennsylvania crudes 
again became weak, all grades being cut 
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from 50 to 15 cents. Pennsylvania crude, 
this time, was cut from $3.75 a barrel to 
$3.25. This marks a decline from $6.10 a 
barrel at which it sold a few weeks ago. 

The deflationary movement with regard 
to crude oil prices has been extraordinarily 
swift and severe. (See graph.) How- 
ever, this has not been accompanied by an 
appreciable reduction in stocks. Nor has 
production been curtailed although new 
operations have declined. On this basis, 
the unfavorable nature of the situation 
cannot be said to have changed funda- 
mentally. 

The decision of the Prairie Pipe Line 
Co. to withdraw its order to buy only 
70% of its pipe line capacity and to take 
all the oil offered at current prices indi- 
cates that Mid-continent crude has struck 
bottom. This is the first encouraging fea- 
ture in the crude oil situation. 

The refined petroleum market remains 
depressed, and the recent reductions in 
gasoline and kerosene prices cannot be said 
to have helped matters very much. Buy- 
ers show a perfunctory interest and the 
general opinion is that there will have to 
be further reductions. This would seem 
to be borne out by the fact that refined 
petroleum prices have not yet declined in 
proportion to crude oil prices. 

There are no changes in the price of 
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Cassatt Prestige 


ASSATT prestige is the accumulated ~ 

good will gained in nearly a half cen- 
tury’s service to the investing public. 
Always, we have considered ourselves as 
professional advisers to our clients, assist- 
ing them in securing a maximum interest 
return consistentwith careful conservatism. 
Every security suggested must have passed 
the searching examination of experts; must 
be such that we would invest in it ourselves. 
The March issue of “‘ CASSATT OFFERINGS,” 
a listing of selected securities, is now 
ready for distribution. 
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Survival 
of Healthy 
Business 


depends mainly upon “Ex- 
ecutive Control” which 
has its limiting factor in 
accurate decisions. 


Why guess, or gamble, 
when you can base all your 
decisions on facts? 


In the acquisition of facts, and 
the basing of policies on logical 
deductions from them, there are 
certain principles which are 
rapidly changing the whole face 
of modern business. 


Their influence may not be ap- 
parent but, day by day, they are 
creating conditions with which 
you must reckon. 


Are you open-minded to 
methods and plans that have a 
vital bearing on the survival of 
your business? 


Send for 
Bulletin 


L. V. Estes, Incorporated, has 
prepared an instructive pam- 
phlet about operating costs 
and executive control. It out- 
lines means by which big, in- 
dustrial concerns attain their 
leadership over competitors 
through means that every exec- 
utive can apply to his business. 
The booklet will be mailed 
without charge to interested 
executives. Please write on 
your business letterhead. 


Merely ask for Bulletin No. 2532 


L-V-Fstes 
INCORPORATED 


Industrial Engineers 
Accountants :: Auditors :: Appraisers 
202 So. State St., Chicago, Illinois 
1123 Broadway, New York, N. Y. 


Tear This Out as a Reminder 
to Write for This Bulletin 


fuel oil, but business is very dull. Com- 
petition in this market is fairly keen on 
the selling side, and in view of the pres- 
ent attitude of buyers, the tendency is 
very probably downward. Stocks are still 
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high and the absence of buying power 
renders this factor a particularly impor- 
tant one. 

Consumers should consider the possi- 
bility of an advance in crude oil prices 
this Spring. Prices are rather low now 
and the first sign of a revival in demand 
—an instance of this is already seen in the 
recent action of the Prairie Pipe Line 
Co.—will probably result in higher prices. 
At present, this is ar outside pcssibility, 
but it is something which must be taken 
into consideration. bd 
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Reaction Sets In 


HE little rise in leather and allied 

trades during the early part of the 
year was not well sustained.- The indus- 
try has again settled into a condition of 
disappointing apathy. On the whole, this 
is a somewhat surprising result, in view 
of the fact that a solid recovery seemed 
to be on the way. 

This would not signify, however, that 
domestic business has lost all of its re- 
cent gain. While activity here is some- 
what less than that of a few weeks ago, 
conditions are nevertheless better than at 
the end of last year. The slump is more 
particularly due to the poor condition of 
export trade. 

The leather and shoe trade depends to 
a great extent upon the volume of ex- 
ports abroad; and at present we are ship- 
ping little or nothing abroad. The shut- 
ting-off of foreign markets naturally pro- 
duces a surplus over here and conditions 
in this country have not yet improved 
sufficiently to absorb this surplus. The 
only exception with regard to the dearth 
of export orders is in the case of sole 
leather which has been moving fairly well 
to the Scandinavian countries. It is said 
that some of this is intended for Russian 
account, which is rather likely, as Sweden 
is a sort of clearing house for Russia. 

So far as domestic business is con- 








Ninety-nine chances out of a hundred, you are 
the man whose right thumb is expert in press. 
ing electric buttons. 
An electric button’is a pretty small thing but 
it symbolizes a tremendous industry. Behind it 
are huge dams, enormous boilers, turbines and 
engines and thousands of miles of transmission 
lines which deliver the generated power to our 
homes and industries. 
Through insurance companies, banks and private 
capital, more than $4,500,000,000 of the people's 
savings are invested in the Electric Light and 
Power industry. 
It is a permanent and growing business field and 
one well adapted to sound and profitable in- 
vestment. 
Send for our list of 
“Selected Utility Investments” 


R. J. McClelland & Co. 


Investment Securities 
100 Broadway New York 














The Stop Loss 


—How to Use the Stop Less Order © 
—Protecting the Trading Capital 
—Protecting Profits when Made 


The above subject is fully ex- 
plained in Chapter III of our 
book, 


“Five Successful Metheds of 
Operating in the Stock Market’’ 


Contains eight chapters covering 
vital information on the practical 
aspect of both sound investment 
and sensible speculative opera- 
tions. Written by an _ expert. 
Gives the reader a new viewpoint 
on the subject. 


Send $1 to insure a copy of the 
second and enlarged edition by 
first class mail. Recent copy of 
our unique Investment Review 
will be sent free upon request. 








Ask for book MW 2 or Review MW 3 
S AND COMPANY 
Investment Securities 


107 Liberty Street, New York 
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cerned, it is reported that there has been 

some interest in fancy leathers particu- 

larly for women’s shoes but that most 

” er grades are practically a drug on the 
irket. Sole leather, however, which is 

used in all shoes, is moving somewhat 
re satisfactorily. 

The. retailers are in an unfortunate 
position. Having decided, rather late in 
the day, to cut prices sufficiently to arouse 
public buying, they are now handicapped 
by the mild weather. Heavy weight shoes 
and boots are. hard to move under the 

umstances and it is likely that a large 
surplus will be carried over into next fall 
and winter, 

There is some interest in light weight 
shoes and here and there fair business in 
this line is reported. It is believed that 
spring business will improve. 

rhe leather people are decidedly against 
the imposition of a high tariff. About 
50% of the raw supply is imported and a 

iff would lead to higher prices. In 

w of the present condition of the 
trade, this is highly undesirable. 
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Market Is Apathetic 


\2 changes are reported in the spot 
end of the bituminous coal market. 
While there have beer a few trifling ad- 

nces, prices in general hold firm to 
their lowest levels. 

Production has declined steadily until 

now appears to be on a rock-bottom 

sis. It is not believed that the weekly 

tput will deline to below 7,500,000 tons, 
within the next few months. This com- 
pares with an average weekly production 
ot over 9,500,000 tons when production was 
at its highest last year. It might natur- 
uly be supposed that, owing to present 
conditions, production would be cut even 
more drastically. However, operators 
prefer to take the chance of mining with- 

t advance orders, rather than shut down 
the mines completely, as this could only 

done at a great loss. This, of course, 
refers to the larger interests, some of the 
smaller and weaker producers having 
closed their mines some time ago. 

Where buyers are active, they have 
things more or less their own way, which 
is another way of saying that this is a 
buyer’s market. Most of the buying, such® 
as it is, is confined to the spot market. 
lhere is little inducement to make con- 
tract commitments so long as industrial 
conditions remain in the present unsatis- 
factory basis. Further, many important 
users have large coal reserves, some of 
these sufficient for 60-90 days’ supply. 
This is considered sufficient with indus- 
trial establishments operating on a 25- 
40% basis. 

Tidewater movements are small and the 
ituation in this regard is decidedly un- 
promising. France has recently put into 
effect: what is practically an embargo on 
American coal and the demand from most 
other European countries is negligible. 
There are some exceptions to this condi- 
tion. Thus, South America is fairly act- 
ive in this market and some large ship- 
ments are reported to have been forwarded 
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Foreign Government Securities 


The American Express Company, through 
its Securities Department, is equipped to 
handle transactions in the securities of 
any Government in the world. 


This Department of the American Express 
Co. is maintained solely for the conven- 
ience of investment houses and banks, and 


does not do a retail business. 


The Department also assists 


houses and banks to establish departments 
for the handling of Foreign Securities. 


ciation in principal. 


AMERICAN EXPRESS COMPANY 


Securities Department 


Throughout every section of the country 
American investors are purchasing foreign 
securities because of their safety, yield, 
marketability, and opportunity of appre- 


Tel. Bowling Green 10,000 


investment 
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A WORTH-WHILE Loose 
Leaf Handbook for 
Condensed Perpetual Record 
of Investments. 

Indexed Monthly Remin- 
der for Income and Obliga- 
tions Receivable or Pay- 
able. Invaluable for In- 
come Tax Report. 
event of owner's death, his 
Representatives may readily 
know his financia] status. 
Simple System for Record- 
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UNITED STATES 
SHIPPING BOARD 


Offers for Sale 


Steel and 
Wood Ships 


And Steel Ocean Going 
Tugs and Wood Hulls 


Bids will be received on a 
private competitive basis in 
accordance with the Mer- 
chant Marine Act at the office 
of the United States Ship- 
ping Board, 1319 F Street, 
N. W., Washington, D. C. 

The ships offered for sale 
include steel vessels and 
wooden steamers. 

The steel steamers are 
both oil and coal burners. 
The Board has established a 
minimum price on _ these 
vessels. 

TERMS ON STEEL STEAMERS 


Ten per cent of the purchase price 
in cash upon delivery of the vessel; 
5 per cent in 6 months thereafter; § 
per cent in 12 months thereafter; 5 per 
cent in 18 months thereafter; 5 per 
cent in 24 months thereafter; balance 
of 70 per cent in equal semi-annual in- 
stallments over a period of ten years; 
deferred payments to carry interest at 
the rate of 5 per cent per annum. 


The wooden steamers for 
sale are of ten different types, 
as follows: Daugherty; Bal- 
lin; Peninsula; Pacific Amer- 
ican Fisheries; Allen Lake 
and Ocean Navigation Com- 
pa ny; McClelland; Ferris; 

ough; Grays Harbor. Also 
have a number of wooden 
hulls of various types. 

TERMS ON WOODEN STEAMERS 

Ten per cent cash on delivery. Bal- 
ance in equal semi-annual installments 
over a period of three years. 

Bids may be submitted for one or 
more vessels or for any combination of 
above vessels, and must accom- 
panied by.certified check made pay- 


able to the United States Shipping 
on for 2% per cent of amount of 


information may be 
obtained by request sent to 
the Ship Sales Division, 1319 F 
Street N.W., Washington, D. C 


The Board reserves the right to reject 
any and all bids. 


Bids should be indorsed “BID FOR 


STEAMSHIP (Name of Ship)” and ad- 
dressed to the 


United States 
Shipping Board 


Ship and Sail under American Flag 








The outlook for this basic industry is 
obscure. While prices, in the main, are 
probably at the lowest that is reasonably 
possible, present conditions do not hold 
out much hope for increasing activity 
during the near future. Many factors 
continue to operate against the industry, 
continued mild weather, poor industrial 
conditions, the fall in exports and the 
lack of railroad fuel demand. Until these 
conditions cease to operate, it is difficult 
to see any real improvement for the 
industry. 

Production of anthracite continues at 
the peak. Demand is holding up remark- 
ably well. There are certain exceptions, 
however, for example, steam coals are 
unsettled, on account of the sharp falling 
off in demand. Some other grades are 
also weak. The general price level, never- 
theless, shows no change although a re- 
vision downward is expected with the con- 
clusion of the winter months. 

Beehive coke output is steadily declin- 
ing. The output is about half that of a 
year ago. No interest is shown in either 
the contract or spot markets where prices 
range about the same—$5-$6 a ton. These 
prices are still high and it is generally 
believed that a lower level is more than 
likely, as it is unprofitable for the inde- 
pendent steel interests, the biggest users 
of this commodity, to make large commit- 
ments on the present basis of prices. 
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Conditions Improving 


BUSINESS conditions are slowly im- 

proving in the automobile industry, 
but not to an extent to warrant undue 
optimism. While business was in larger 
volume during the first two months of 
the year, it was by no means comparable 
to the volume of business executed dur- 
ing the corresponding months of the pre- 
vious year. Nevertheless, it was better 
than for the last two months, which is, of 
course, the encouraging feature of the 
situation. 

So far as production is concerned, con- 
ditions vary greatly. One important con- 
cern is actually operating at 100% capac- 
ity while contrasted with this, several 
makers are still shut down. Most of the 
producers, however, have reopened, some 
of them resuming with minor forces and 
others operating on a somewhat better 
basis. - Concerns which had shut down 
completely last December and which have 
recently re-commenced operations are 
doing so tentatively. Their purpose, of 
course, is to restrict production to a de- 
sirable minimum until they can get a bet- 
ter idea of what lies ahead. 

The virtually complete suspension of 
expansion activities is an interesting fea- 
ture of the automobile industry situation. 
At this time of the year, the automobile 
manufacturers generally commence putting 
up new plants and buying equipment. This 
year, however, so many of them are in 
financial difficulties owing to the sudden 
slump last year, that they prefer to get 
along as best they can with their existing 
facilities. 

There is considerable difference of opin- 
ion with regard to the amount of cars 
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___ A FOREIGN 
GOVERNMENT BOND 


SECURED by special 
revenues sixteen times inter- 
est requirements. 


PAYABLE in seven dif- 
ferent exchanges at option of 


holder. 


LARGE. annual sinking 
fund drawings. 


YIELD: From 10% to 
maturity to 40% if drawn 
this month. 


Write for details 


RUTTER &cCO 
14 Wall St. Ne-v York. 


Tel. Rector 4391 
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Foreign 
Government 
External 
Bonds 


There are 
the New York Stock Ex- 


listed upon 


change the External 
Bonds of Foreign Gov- 
ernments such as 
France, Belgium, Switz- 
erland and Norway, sell- 
ing to yield approxi- 
mately 8%, with provi- 
sions for repayment at 
attractive premiums 
over par. 


Such opportunities for 
wise investment should 
be eagerly grasped. 


Send for our list F-7 


Sutro Bros. & Co. 


Members 
N. Y. Stock Exchange 
120 Broadway, New York 
Telephone: Rector 7350 
57 St. Francois Xavier Street, 
Montreal. 
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on hand, some claiming that the surplus 
js excessive and others that it is not far 
above normal, It is agreed, however, that 
the surplus is large enough to be con- 
sidered a factor in the situation. Some 
makers, of course, are better off than 
others in this respect, having curtailed 
production in time. Others, on the other 
hand, were not so far-sighted and it is 
with regard to this class of company that 
there is considerable room for doubt as 
to the outlook for the next few months. 

The improvement in the automobile in- 
dustry, slight as it has been, affords some 
ground for believing that the “turn” has 
arrived. It is to be doubted, however, 
that conditions will change greatly from 
the present basis for some time. 
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LIVESTOCK 















Prices at Pre-War Levels 


= to a Government report 
just issued, there were nearly 10,- 
000,000 less live stock head on the farms on 
Jan. 1 than on the same date the pre- 
ceding year. This is a decline of about 
343%. Total value of livestock decreased 
from $8,507,145,000 to $6,235,569,000, a de- 
cline of $2,271,576,000 or 26.7%. The de- 
cline was partly due to the reduction of 
numbers, but more to the decrease in 
prices. 

The livestock situation today is ex- 
tremely poor and farmers are taking large 
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< % Milk Cows 

; To be just, one must be able to judge; to judge, one 
: 50 must know, and to know, one must measure. 

; THE BEDAUX POINT SYSTEM 
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OF INDUSTRIAL MEASUREMENT 










is to man-power that which the Watt or Horsepower 
is to Electrical or Mechanical energy. 


It permits PROTECTIVE REMUNERATION, and 
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losses. Horses, for example, are selling 








at $82 a head which is lower than for 15 affords an exact comparison of respective values—ef- 
years. The situation is about the same fort against time 
with regard to mules. Prices are now : 
about $115 a head and some farmers who It is no longer a theory—some of the largest industrial 
paid $300 and $400 a head are returning plants of this country have found financial gain and 






their mules to the dealers, being unable 
to complete thelr payments. general contentment through its use (names of plants 
Steers are selling at a price which is furnished on request). 
unprofitable to the producer. Steers, now 
at between $7 and $8, cost $10 last fall 
when lean. Losses of $90-$60 a head are The Chas. E. Bedaux Company 
common. At these prices, steers are ex- ° ° 
ceptionally cheap and it is a question Industrial Engineers 
whether they can remain at such low 4500 Euclid eland. Ohio 
levels for long. E Avenue Clev 
Hogs, on the other hand, are profitable. 
Although they are at the lowest level in 
five years, corn is so cheap that hog rais- 
ing can be done profitably. Farmers are 
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ACONSERVATIVE 
INVESTMENT 


plus 


Profit Making Possibilities 


We offer a high-grade 8% First 
Mortgage 10-Year Gold Bond 
with valuable conversion privi- 
leges, also carrying a liberal 
bonus of common stock. 


This bond is well secured, the 
company’s earnings being several 
times the interest charges. 


Complete details of this 
exceptional investment 
sent free upon request. 


Ask for Circular 144 


MAGUIRE & BURLEIGH 


Stocks and Bonds 
170 Broadway New York 
Phone: Cortlandt 3573 
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STANDARD 
OIL CO. 
(INDIANA) 


Circular on Request 


CARL H.PFORZHEIMER & CO 


Dealers in Standard Oil Securities 


25 Broad St. New York 
Phones: Broad 4860-1-2-3-4 























paying a premium of as much as 75 cents 
for thin hogs for feeding purposes over 
prices for heavy finished porkers. This is 
rendered possible by the extreme cheap- 
ness and abundance of corn. 

Owing to the wool situation, the sheep 
industry is in an unfavorable condition. 
Sheep are at about 1914 prices. Fat lambs 
can be had at about $9 a hundredweight, 
and they cost $12 and $13 last fall. There 
is little hope for an improvement in this 
industry until the wool market picks up, 
but under present conditions this latter 
looks remote. 





ACTIVE OIL DEVELOPMENT 
IN SOUTH AMERICA 


(Continued from page 635) 











couraged by our own government officials, 
that it is difficult to secure permission to 
explore for and develop oil and other 
minerals in South American countries, and 
that bonuses, rentals anu royalties are al- 
most prohibitively high. The so-called 
nationalization of mineral and subsurface 
rights is not clearly understood by Amer- 
icans, even in the United States. A calm 
reading of statutes and regulations effec- 
tive in Colombia, Venezuela and other 
South American countries readily dissi- 
pates this impression, for the schedule of 
bonus, rental and royalty rates is lower 
than is charged for any government- 
owned or controlled lands in the United 
States in almost every instance. The 
rather redundant style of Latin phrase- 
ology is taken too seriously by plain- 
3peaking and writing Americans; also, the 
designatory terms used in Latin-American 
countries are not understood by Amer- 
icans even when Anglicized. The problem 
is one merely of reaching an understand- 
ing. When negotiations are conducted in 
a spirit of frankness and friendliness they 
result in satisfactory agreements. 

It does not seem to be generally under- 
stood by citizens of the United States 
that our own government has effectually 
nationalized all its lands and those of its 
Indian wards—more arbitrarily, perhaps, 
than has any other government, even that 
of Mexico. The statement is here made 
without fear of successful contradiction 
that it is more difficult to secure the right 
to develop government and Indian lands, 
for oil, gas, coal and phosphates, and that 
the restrictions and rentals and royalties 
exacted are greater than Mexico and 
South American governments exact. Our 
own government has resorted to more 
quasi-confiscation and cancellations in its 
dealings with oil operators in California, 
Wyoming and other Western States where 
the public lands are situate than any other 
government. This statement is verified by 
a study of the records. Americans, when 
in foreign countries, are rather prone to 
get impatient, to demand immediate settle- 
ment of disputed details and to ignore the 
customs of a century. 


A Possible Contingency 
It may be that South America will be 
called upon to provide petroleum for 
United States consumption quicker than is 
now even suspected. The big wells in 
Mexico go to water and are abandoned 
now so suddenly that many operators 


there are becoming anxious. The two 
producing districts in Mexico—Tuxpam 
and Panuco—are of surprisingly small 
area so far and have been drilled so fast 
and close during the last two or three 
years that the terrific drainage is down 
to the source of pressure—salt water 
Realizing this menace, every producer and 
shipper within the gusher limits is trying 
to market his oil before the salt wa 
ruins his producing wells and drowns cut 
near-by locations. This suggestion is : 
a reportorial sensation, but a serious busi 
ness factor that is recognized by a few 
conservative operators. It is not to s 
that Mexico will soon be exhausted as «1 
important source of crude oil, for ot! 
productive areas in Mexico will be dis 
covered. The outstanding truth is tl 
intensive production has been confined 
a remarkably small area and quick « 
haustion is the logical result. This bei 
true, it is almost as easy, commercially 
speaking, to develop the required produ 
tion in South America, by water near 


_ to New York than is Mexico, as it may 


to undertake exploration work in Me 
ico for the discovery of new fields. 





THE WORLD'S TOBACCO 

Tobacco is a most important world crop 
and the annual production reaches a hug 
total of over 4,000,000,000 pounds. Of thi 
production the United States leads wit 
1,150,000,000 pounds, while British India 
runs a close second with 1,000,000,000 
pounds. In the United States the output 
grown on approximately 1,400,000 acre 
scattered over a number of states, but is 
the chief crop in only a few localities 
The state of Kentucky produces fully 
third of the entire crop, while Virginia an 
North Carolina together “produce near! 
another third. 

Although other parts of the world do 
not rank as high in the volume of the 
crop produced, there are several localitie 
whose tobaccos are far ahead of this coun 
try’s in flavor and quality. 

This industry is the second industry « 
Cuba, the value of the crop being sur 
passed only by that of sugar. The culti 
vation was formerly a monopoly of the 
Spanish crown but from 1817, payment of 
a tax, usually heavy, has been the only 
restriction. 

The superiority of Cuban tobaccos in 
flavor and aroma, especially for cigar fill- 
ers, has long been recognized, but exactl) 
to what conditions these qualities are duc 
is not fully known. The leaf known as 
“Vuelta Abajo,” produced in the province 
of Pinar del Rio, is perhaps the best cigar 
leaf in the world. 

In Turkey, where its cultivation and 
manufacture are monopolies, tobacco is a 
large and important crop. The small 
Turkish leaf is famous throughout the 
world and some of the finest flavored to- 
baccos are produced in the regions of 
Macedonia and Asia Minor. The cultiva- 
tion of Turkish tobaccos was taken up in 
various parts of the globe, and to main- 
tain the high standard, fresh supplies of 
seed were obtained annually from Turkey. 
To guard against this competition, the ex- 
port of tobacco seed from Turkey was 
prohibited. —S. L. C. 
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Will History Repeat Itself? 


The Trend of Commodity and Stock Prices If Civil War 
Precedent Is to Be Followed 


By W. H. FLEMING 


an stocks rise while commodities de- 
cline? This question is being argued 
by bankers and brokers, and is in the 
minds of many potential investors. 

[he writer has not seen any graph com- 
aring the history of the past with the 
present trend of events, so has under- 
en to compile one from data contained 
in “A Century of Prices,” by Theo. E. 
Burton and G. C. Selden. The stock 

ces used were originally compiled by 
\\r. Henry Hall and represent the aver- 
- of twenty standard railroad stocks 
which adequately reflects the price move- 
ments for the period indicated. 

In arriving at average prices from 1900 
forward, statisticians always include 
indard industrial stocks as well as rail- 
road; but for purposes of comparison the 
above figures are believed to be the best 

ailable. The level of average commod- 

‘ prices is given in gold. The fluctu- 
ations in the depreciated paper currency 

the time would show a variation four 
five times as great. 





YEARS 
1864 1865 18 

ROUGHLY CO 
1918 1919 1920 


REPRESERTED IN GRAPH: 
66 1867 1868 


RRESPONDING TO: 
1921 1922 1923 1924 


I have indicated in the graph the years 
after the recent war which correspond 
nearly to those after the Civil War. The 
comparison is not minutely exact, as the 
war ended in the spring of 1865, while the 
recent war ended in the fall of 1918; but 
they are close enough for our purpose. 
We must also remember that the Civil 
War was local. I suspect, however, that 
in spite of this fact the comparison ‘is 
more valuable than might be believed 
The Civil War was a greater upheaval 
to the United States than was the world 
war, and history seems more likely to 
repeat itself than not. 

It will be noted that commodity prices 
and stock prices crossed each other in 
1864 and again in 1869, about four years 
later. The graph indicates that after the 
first shock average stock prices will rise 
as commodity prices decline. It would be 
trite to point out that this comes about 
by a very simple reason, that reason 
being the release of funds which become 
available for investment. 
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PACIFIC COAST UTILITIES 
PROSPERING 


(Continued from page 629) 











the other California companies engaged in 
similar fields of endeavor. The supply of 
hydro-electric power is practically limit- 
less and the company is bound only by its 
ability to develop this potential power to 
keep pace with the needs of its vast terri- 
tory; in addition this territory is well 
adapted to the development of a large gas 
business. 

At the beginning of the year this cor- 
poration had outstanding approximately 
$107,000,000 funded debt consisting of 
various issues; $30,000,000 preferred stock 
and $34,000,000 common. From the strict- 
ly. investment standpoint, the common 
stock of almost any concern can seldom 
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be called a true investment due to its 
very nature. But taking into considera- 
tion the qualities necessary for a sound 
investment, the other securities of this 
company are indeed well worth the atten- 
tion of careful investors. 

The operating conditions underlying this 
concern are fundamental and its steady 
progress and development is not only as- 
sured but is inevitable. The company sim- 
ply must go forward in order to keep 
abreast of its territory and the demands 
made upon it.—vol. 27, p. 333. 





CLOSE TO THE RAILS.—This is a pic- 
turesque term to convey the idea that a given 
security enjoys a priority which brings it very 
close to the actual properties owned or operated 
by a railroad. A mortgage bond, for example. 
When you invest in a railroad security that is 
“close to the rails” you are getting something 
that will have a prior claim in the event of 
trouble. F 











Possibilities of 
the By-Product Coke 
Industry — 


The by-product coke busi- 
ness is one of the most 
profitable industrial enter- 
prises in the country, and 
one which has. great sta- 
bility of earning power by 
reason of the many and 
varied uses of the prod- 
ucts manufactured. It is 
essentially a basic indus- 
try. 
We offer a well se- 
cured mortgage 
bond of a by-prod- 
uct coke company 
at a price to yield 


7.75% 


BUODGETT 
HART & Counc 


115 Broadway, New York 
105 So. La Salle St. 
Chicago 
60 State St. 
Boston 


974 Ellicott Sq. 
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Capitol Theatre 
and 


Office Building 


(NEW YORK CITY) 


First Mortga, e Leasehold 
7%: Geld Bonds 


Prices to 
Yield About 8% 
A special circular giving 


full particulars regarding 


this issue will be mailed 
upon request. 

o 
Ask for Circular No. M.W.S.-830 


Farson,Son &Co. 


Members New York Stock Exchange 


115 Broadway, New York 



































exchange. 


payable in Kroner 


BRITISH 


30 Pine Street, 





Danish Government 
32% Loan of 1909 


Interest payable in Sterling at a fixed rate of 
Ask for Circular MW 101 


Danish Government 


5% Loan of 1915 


Loan redeemable in 1925. Interest and Principal 
Ask for Circular MW 103 


ob 


DANISH INTERNAL LOANS AND 
PRESENT RATES OF EXCHANGE 


City of Copenhagen 
32% Loan of 1902 


Unusually high average yield. 
Interest and principal payable in Kroner. 


Ask for Circular MW 104 
City of Copenhagen 
4% Loan of 1901 


Interest and principal payable in U. S. Dollars at 
fixed rate of exchange. 


Ask for Circular MW 102 





Your Inquiry is also invited on 
FRENCH 


BELGIAN 
and other European Bonds 


HUTH & COMPANY 


Telephone John 6214 





GERMAN 


New York City 











Norway Getting Back: to Normal 


Business Depression Following the War About Over—A Survey 
of Important Industries—Imports from the United States 


THE value of exports from the port of 

Bergen to the United States for the 
year 1919 was declared at $1,888,243. The 
single item of hides and skins constituted 
almost 75 per cent of this total. During 
the year 1918 there were no exports from 
Bergen to the United States, and in the 
year 1914, total exports amounted to $302,- 
791. The latter was a year of normal export, 
and while the total value is about the same 
as that for 1919, the quantities in the for- 
mer year were very much greater: The 
prices per unit in 1919 were usually from 
three to four times those for 1914. The 
classes of merchandise exported were also 
very different. Of the 1914 total, fish 
products constituted slightly more than 70 
per cent. while in 1919 these products 
barely reached 12 per cent. Cheese, which 
was a small item in 1914, disappeared en- 
tirely in 1919. 


Restrictions 
Shipping 
Shipping is the decisive factor in Ber- 

gen’s financial life, and the year was char- 

acterized by strikes and reduced working 
time in nearly all ports, which caused 
delays to vessels awaiting cargo or in need 
of repairs. Government restrictions, such 
as domestic and foreign maximal freights 
and the Norwegian special tonnage tax, 
reduced profits. The British Government’s 
refusal of bunkers to ships bound to Bal- 
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Government Interfere with 


tic ports, unless chartered for return to 
the United Kingdom with timber, and the 
exclusion of Scandinavian ships from the 
England-Spain coal trade closed to Nor- 
wegian shipowners several profitable 
routes of operation. Nevertheless, freight 
rates were so high that most ships had 
a very good year, and the last half of 
the year proved especially profitable to 
the Norwegian merchant marine. 


Imports from the United States 

The value of the imports from the 
United States to the consular district of 
Trondhjem, according to the shipper’s ex- 
port -declarations, during the first nine 
months of the year 1919 amounted to 
$4,000,382. For the whole year the value 
of imports from the United States may 
be safely estimated at over $5,000,000 
against $1,758,148 during the year 1918. 

The value of the total imports from the 
United States to all Norway, from Jan- 
uary 1 to September 30, 1919, was 
$99,327,925. 

The agreement made between the United 
States and Norway in April, 1918, by 
which the United States pefmitted the ex- 
portation to Norway, for its own use, of 
foodstuffs and essential materials, was one 
of the most important factors in the eco- 
nomic and industrial life of this country 
in 1918. The amount of exports in 1918 
from America to Norway, however, were 


not sufficient to overcome the shortage in 
this country. In January, 1919, the Allies 
permitted that Norway’s allowance of sup- 
plies should be increased 5 per cent. Ra- 
tioning of food, however, still continued 
in Norway during the first part of the 
year and, owing to the scarcity of meat, 
the meatless days were increased. In Feb- 
ruary the United States granted Norway 
100,000 tons of rye in excess of the amount 
previously stipulated and gradually vari- 
ous commodities were put on the free list, 
until in June practically everything was 
free. In Norway the Government began 
to relax the rationing regulations and by 
July, 1919, rationing was ended. 

In anticipation of the end of the war 
and in view of the general shortage in 
Norway of nearly everything except the 
bare necessities of life, the merchants be- 
gan early to place their orders for new 
goods, and America, as the country par 
excellence that had the goods, got a large 
share of the orders. The United States 
sold far more merchandise to Norway in 
1919 than ever before. It is interesting 
to note that the United States sold to 
Norway about 100 times the value of 
goods in 1919 sold in 1905. In 1905 Nor- 
way imported merchandise to the value of 
312,336,000 crowns of which only 8,050,000 
crowns, or 2.58 per cent., was from the 
United States. In 1912 imports to Nor- 
way from the United States were valued 
at 33,807,000 crowns, or 6.03 per cent. of 
the total, 560,804,000 crowns. The total 
imports for 1919 are estimated at about 
2,800,000,000 crowns, and the share from 
the United States was probably about 29 
per cent., or 800,000,000 crowns, in value. 
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MARKET STATISTICS 











ey 
r N. Y. Times. 
N.Y. Times Dow, Jones Avgs. 7—50 Stocks 
40 Bonds. 20Indus. 20 Rails. High. Low. Sales 
Monday, Feb. 14....70.48 76.40 74.19 70.88 69.89 391,921 
Tuesday, Feb. 15...70.56 76.90 73.66 71.22 70.33 599,645 
Wedifiesday, Feb. 16..70.50 77.14 74.08 71.63 70.62 590,005 
Thursday, Feb. 17..70.53 76.40 73.95 71.72 70.71 590,401 
Friday, Feb. 18.....70.49 76.28 74.15 71.12 70.08 547,925 
Saturday, Feb. 19...70.46 75.93 74.25 70.76 69.97 344,600 
Monday, Feb. 21....70.48 75.10 73.87 70.25 69.04 588,875 
| Tuesday, Feb. 22.... HOLIDAY. 
Wednesday, Feb. 23..70.61 75.66 74.11 70.45 69.45 437,061 
Thursday, Feb. 24..70.51 74.66 73.75 69.87 68.81 515,912 
Friday, Feb. 25......70.31 75.23 74.08 69.98 68.84 484,012 
Saturday, Feb. 26...70.20 75.46 73.75 70.08 69.34 306,061 
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ographic force, 
by increasing 
output of work 
and reducing 
fatigue. 40,000 
satisfied users. 






The “Satellite” saves space because it is 
small, rolls easily on heavy casters an 
is out of the way when not wanted. 
Fougd indispensable used in connection 
with flat top desks. Saves times be- 
cause height is quickly adjusted to suit 
individual typist. New metal top makes 
maclfine almost noiseless. Will not 
weaken or loosen with use. Fireproof 
and sturdy. Used in thousands of offices 
and endorsed by banking, accounting 
house and corporation executives. Guar- 
anteed satisfactory. Reasonably priced. 
Write today for complete information. 
DEPT. D 
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GRAND RAPIDS MICHIGAN 
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A Select Class of 
Preferred Shares 


There are preferred stocks essen- 
tially as good as high grade bonds. 
The form of the security is not 
so important as its substance. 


The Straus Brothers Company 
specializes in preferred stock 
issues of its own underwriting. 
We buy these issues outright 
with our own funds before offer- 
ing them to our clients. 

To any investor interested we 
shall be glad to send details of 
the safeguards which surround 
every preferred issue of the 
“Straus Standard” and their tax 
exempt features. 


Write for a copy of our new booklet 
E, entitled “Sixty Years of Safety” 


STRAUS 


Otis Building, 10 S. La Salle St., Chicago 
Ligonier + Fort Wayne * Detroit 


Capital and Surplus $4,000,000 
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Establish an 
Investment Library 


It is of inestimable value to be able 
to consult back numbers of The 
Magazine of Wall Street from an 
accessible binder. 


Each issue, as received, can be se- 
curely fastened in the binder, by a 
very simple arrangement, and will 
open like a book, with all inside 
“margins fully visible. 


The Magazine of Wall Street binder 
is neat, attractive and durable. It 
is bound in black Moroceo Fabrikoid 
and the name of the magazine 
stamped in gold letters. Your name 
printed on cover for 25c. additional. 


Price $4.00 Each 


The Magazine of Wall Street 


42 Broadway New York 

















Two Books of Real Merit 
THE REAL ESTATE EDUCATOR 


F. M. Payne. (New Edi- 
tion 1920). A repository 
of useiul information for 
ready reference, espe- 
cially designed for Real 
Estate Investors, Oper- 
ators, Builders, trac- 
tors, Agents and Busi- 
Men. What you 
what 





contains 
Farm Loan. System, 
How to Appraise Prop- 
erty, How to 
Real Estaté, HOW TO 
SELL REAL EST. 
The Torrens System, 
Available U. Lands 
for Homesteads, The 
A B C’s of Realty and 
other useful information. 208 pages cloth. 
$2.00 postpaid. 


The Vest Pocket Lawyer 
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a fair margin over the 6% disbursement. 


The only bonded indebtedness of the com- 
pany is that of some of its subsidiary 
concerns, amounting to $506,200. 

Dividends paid on Class A preferred in 
1916 were 51%4%, in 1917 7%, 1918-19 7%, 
1920 7%. On the preferred “B” dividends 
in 1916, none paid; in 1917, 3%; in 1918- 
19, 6%; in 1920, 6%. On the common 
stock an initial dividend was paid April 
15, 1920 of 1%%. (Since continued 
quarterly.) 

During 1920 the preferred “A” sold as 
low as 73 in December, and as high as 
9334 in January. The preferred “B” sold 
as low as 53% in December and as high 
as 76 in January. The common sold as 
low as 35% in December and as high as 
95% in January. All classes of stock are 
favorably regarded. 


ANACONDA 
Its Ability to Compete 


The financial position of Anaconda Cop- 
per Company is strong, and while it can- 
not be classed as a low cost producer, it 
is generally believed to be one of the best 
copper securities. It has diversified lines 
of busines including fertilizers and cop- 
per wire, and will expand still further. In 
the matter of having to contend with com- 
petition from. concerns whose production 
costs are less, we do not consider this as 
likely to be a factor of much consequence 
for some time to come. However, those 
who may wish to protect themselves 
against such a contingency might well 
place half their “copper fund” in Cerro 
de Pasco, toward which we feel quite 
favorably disposed.’ As regards the future 
earnings of Anaconda, it is impossible to 
say with any degree of accuracy what they 
will be until a change for the better occurs 
in the copper metal situation. With a fair 
demand and price, Anaconda can hold its 
own. 


SINCLAIR CONSOLIDATED 
Improving Position 


Of late Sinclair Consolidated’s condi- 
tion has shown a decided change for the 
better. Monthly shipments are now said 
to be in excess of 1,250,000 barrels of oil, 
and it is estimated that when the state- 
ment of earnings for the year 1920 is 
made public, they will approximate $37,- 
000,000. Development of the company’s 
pipe lines and refining facilities is going 
on constantly, and it would not be sur- 
prising if the current talk of a dividend 
payment, before the coming summer is 
over, is realized. In these circumstances 
we believe it might pay to hold the stock. 


PACIFIC OIL 
An Analysis 
This security- possesses great potential- 
ities. The company was organized under 
laws of the State of Delaware and has an 
authorized stock issue of 3,500,000 shares 
of no par value. No preferred stock is 
authorized, and it has no ftinded debt. 
Under its charter the company is author- 


ized to engage in all branches of the oil 
business, including production, refining 
and transportation. Company owns about 
259,000 acres of land in California, of 
which about 25,000 are proven. It also 
owns 200,690 shares, par value $20,069,000, 
representing 50.48% of the outstanding 
stock of Associated Oil. As a result of 
the sale, the company acquired $8,750,000 
working capital. It is the intention of the 
company to rapidly push forward develop- 
ment work. 

In 1920 earnings on the 3,500,000 shares 
of stocks equalled about $4 per share. 
During the five years ending 1919 there 
was expended about $13,000,000, mostly 
for drilling operations, and during 1920 
there was used for the same purpose 
$4,250,000. The company’s production in 
1920 was in excess of 11,000,000 barrels of 
oil. Earnings for the current year ar: 
expected to very materially exceed those 
of 1920, which were about $12,000,000. 

We are favorably disposed toward this 
stock, 

U. S. STEEL AND GENERAL MOTORS 
Prices Reasonable 

We are of the opinian that United 
States Steel common stock around pre- 
vailing quotations is a good investment. 
The company is well booked ahead with 
orders, and it is evident from the remarks 
of the chairman of the board that the cor- 
poration does not intend to reduce prices 
for some time to come or to participate 
in any price cutting that may result from 
such action by independent concerns. 

The current quotations for General 
Motors common have discounted the 
adverse factors in the trade, and in our 
opinion this issue will work higher, 
especially in the event of any bullish 
activity developing in the list as a whole. 


MANILA ELECTRIC 5s 
Some Switches Suggested 

Manila Electric first 5s appear to be 
well secured, and are entitled to a fair 
investment rating, but we. can see little 
reason for investing in the bonds of this 
company, when one can purchase well 
secured bonds of corporations in this 
country, which are selling at much less 
than their real value at the present market, 
and show good yield to maturity, as good 
and in some instances better than the yield 
that could be obtained from the Manila 
bonds. The question of marketability also 
enters into the proposition. The fact that 
these bonds are not listed would make it 
more difficult to find a ready market for 
them if occasion should demand. 

We would suggest that it might be 
better to purchase Peoria & Eastern first 
4s, which are selling around 59%4, and 
show a yield to maturity of 8%; Frisco 
prior lien 4s, selling around 61, showing 
a yield to maturity of 7%; Pacific Gas 
and Electric 5s, selling around 77, and 
showing a yield to maturity of 7%; or 
Bush Terminal Building 5s, selling around 
75, and showing a yield to maturity of 
approximately 7%. 
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D., L. & W. R. R. Capital Stock In- 


crease.—Arguments upon the applica- 
tion of the Delaware, Lackawanna 


Western Railroad for authority to in- 


crease its capital stock by $90,000,000 


or the purpose of distributing its sur- 


lus earnings to company stockholders. 


n a stock dividend were begun before 
he Interstate Commerce Commission 
oday. The application is a part of the 
ase now pending before the commis- 
sion together with the Chicago, Burling- 
on & Quincy plan embodying the prin- 
iple of whether the railroads shall be 
ermitted to transform surplus earnings 
nto increased capital stock thereby 
scaping taxation upon surplus earn- 
ngs. 

Minneapolis & St. Louis R. R. Bonds. 
—Application was filed with the Inter- 
state Commerce Commission today by 
the Minneapolis & St. Louis Railroad 
or authority to issue refunding and ex- 
tension mortgage 5% bonds to the 
imount of $2,096,000 under a refunding 
mortgage given by the road to the 
Guaranty Trust Co., of New York. The 
ipplication proposes to use proceeds 
to retire $1,382,000 of 6% bonds matur- 
ing April 1, 1921, and the remainder in 
retiring maturing car trust and equip- 
nent trust obligations. 

North. Pac. Plans Oil Land Develop- 
ment.—Plan to handle the thousands of 
acres of the company’s land grant land, 
mostly in Montana, on which there are 
supposed to be oil deposits is apparent- 


ly being worked out. 

It is understood that the outline of a 
plan for a company to handle this prop- 
erty has been agreed upon by the di- 
rectors and that the completion of the 
plan has been placed in the hands of 
a committee of directors and officers. 

Pennsylvania’s 1920 Expenditures.— 
According to the latest estimate of ex- 
penditures for the year 1920, new rails 
and cross ties used in the year just 
ended to replace old and worn out 
trackage cost the Pennsylvania Rail- 
road* approximately $11,990,000. 

About 95,000 tons of new steel rails 
and 5,300,000 new cross ties were used 
last year in the railroad’s effort to keep 
its tracks safe and comfortable. Of 
the 95,000 tons of new rail laid in 1920, 
82,500 tons or 87% was heavy 130-Ib. 
rail. The use of heavier than 100-Ib. 
rail was commenced by the Pennsyl- 
vania Railroad in 1915 and at the pres- 
ent time only a small percentage of rail 
used on the system is less than 130 Ib. 

Since 1910 the Pennsylvania Railroad 
has laid 1,347,289 tons of new rail and 
56,230,904 new cross ties. 

Delaware, Lackawanna & Western R. 
R. for the year ended December 31, 
1920, shows net operating income of 
$6,104,886 as compared with $11,947,364 
in 1919. 

This is equivalent to $7.23 a share 
on the outstanding capital stock of $50 
par value, compared with $14.10 a share 
in the previous year. 








INDUSTRIALS 





Air Reduction Co., Inc.—Gross In- 
come for 1920 was $7,189,767, from 
which operating expenses of $4,816, 490, 
and depreciation and interest of $955,- 
546 were deducted, leaving net income 
of $1,417,731. Net rofits, subject to 
Federal taxes, were $1,256, 

The consolidated balance sheet as of 
Dec. 31, last, shows cash on hand and 
in banks, $958,878; notes and loans re- 
ceivable, $208,629; accounts receivable, 
$1,037,174; inventories, $1,226,785; ac- 
counts payable, $222,844; capital and 
surplus, $2,362,750, and earned surplus, 
$1,205,119. 

Ajax Rubber Co.—Dividend Passed. 
—The directors have decided to pass 
the quarterly dividend usually payable 
at this time. The last payment, three 
months ago, was $1 a share and three 
months prior to that, $1.50 a share, a 
$6 a share per annum rate having been 
paid up to that time since 1917. 

jax Rubber Co., Inc.—Annual Re- 
port for the year ended December 31, 
1920, shows a loss, after depreciation 
charges, of $177,926, as compared with 
gross income, after Federal taxes, of 
$2,201,251, equivalent to $11 a share 
earned on the $10,000,000 capital stock 
in the preceding year. 

Dividends paid during the year 
amounted to $1,100,000, after which 
there was a deficit of $1,277,920. e- 
ducting the year’s deficit from the previ- 
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ous surplus left a total profit and loss 
surplus of $1,615,481, which included 
premiums received on stock sold. 

The balance sheet as of December 
31, last, shows inventories, $1,408,958, 
compared with $5,567,355 on December 
31, 1919; notes and accounts receivable, 
$3,959,947, against $4,856,728; capital 
assets of $4,275,787, compared with $2,- 
635,035, and cash on hand and in bank, 
$301,990, against $468,545. Accounts 
payable amounted to only $528,292, 
compared with $1,421,530 at the end of 
the preceding. year, but notes payable 
totalled $6,145,000, against nothing the 
year before. 

Allied Chemical & Dye Corpn.—Stock 
Increase.—The stockholders will meet 
on March 7 for the purpose of increas- 
ing the capital stock of the corporation 
by $60,000,000 additional preferred 
stock, and 1,000,000 shares of additional 
common stock. The proposed increase, the 
management says, is required, in part, 
to provide stock to be used in exchange 
for shares of other companies under 
the consolidation plan, and in part to 
provide an adequate reserve of author- 
ized stock which, although not now re- 
quired, will be available for future is- 
sues from time to time, as may be 
found desirable, without the necessity 
of repeated proceedings for successive 
stock increases in smaller amounts. 

The new issues will increase the au- 








Selected 
Investments 


E 


have carefully 


investigated the 
investment merits of a 
diversified group of— 


Sound Bonds 


and 


Preferred Stocks 


Each issue is listed on 


the New 


York Stock 


Exchange and combines 
Strong Security, Attrac- 
tive Yield and Ready 
Marketability. 


We should 


be pleased to send you 


this list, if you will ask for N.W. 13. 


NEWBURGER 
HENDERSON 
é& LOEB 


Members New York and Philadelphia 


Stock Exchange 


100 Broadway, New York 




















Current 


Railroad Earnings 


Cities 


Bankers 


usually govern’ the 
prices of railroad se- 
curities. The investor 
can keep abreast of 
price changes through 
our 


Monthly Railroad 
Bulletin 
which gives monthly 
gross and net earn- 


ings and other vital 
statistics. 


Sent Free on Request 


Service Co. 
Shares 


can be purchased in 56 
share lots and up- 
wards on the 


Partial Payment 
Plan 


This plan also permits 
of the purchase of 
listed high-grade 
stocks and bonds. It 
is proving beneficial to 
the investor of m 
erate means. 


Send for Particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 


7 Wall Street 


New York 























tioned herein. 


Books That Aid the Investor 


_ interested in successful investing must first lay a sound founda- 
tion for a thorough understanding of the basic principles involved. 
Correct knowledge will make it possible to select investments wisely. 


Men who have spent their lives in the practice of finance and invest- 
ment have given to us the benefit of their experience in the books men- 
It is to meet the demand for practical, sound common sense 
literature on investment that these books have been published. 
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A. B. C. of Bond Buying. 
By G. C. Selden. 
How to buy bonds. 


A Century of Prices. 
By G. C. Selden and ex-Senator Theo. 
Burton. . 
An examination of economic and financial 
conditions. Price, $2.10 


“Investing for Profit.” 

By G. C. Selden. 
This book is full of sound, practical com- 
mon sense information imparting useful 


knowledge regarding fundamentals. 
Price, $1.31 


Price, $2.10 


“Financial Independence at Fifty.” 
By Victor de Villiers. 
be will your position be at that age? 


prehensive treatise on 
lans of investing for both small and 
arge investors. ows how to invest to 
- an income to protect you and your 

ily in old age. Cloth bound 
$2.10. Leather-bound, $4.10. 


Bond Yields at a Glance. 

By G. C. Seiden. 
Seven simple diagrams which show in- 
stantly the yield to maturity of any bond 


from 1 to 100 years’ maturity and from 3 
(Price, $1.06) 


he book is a com: 


to 10% income basis. 


You and Your Broker. 
Your duties and rights as a customer. His 
obligations to you as agent. A hand-book 
for investors and speculators which ex- 
plains the terms and methods of broker- 
age. (Price, $3.10) 


Studies in Tape Reading. 
Why the ticker tape is a better guide 
than the news or fundamentals. The only 
book published on this subject. (Leather- 
bou Price, $3.10) 


Fourteen Methods of Operating In the 
Steck Market 
The rules and methods used by most suc- 
cessful traders and investors. (Price, $1.31) 
Psychology of the Steck Market. 
By G. C. Selden. 


A study of the science of the market and 
its operations. (Price, $1.31) 


Practical Points on Stock Trading. 

By Scribner Browne. 
Stock trading for profits is indicated in a 
practical, common sense way. A book of 
special service to traders who watch the 
market, through the newspapers daily, but 
who have not the time to follow th ex) 
or frequent brokerage houses. (Price, $2.10 


Trading in Wheat. 
By Arthur Prill. 


How to watch the wheat barometer an 
trade in wheat for profit. (Price, a) 


Scientific Stock Speculation. 
By Charles H. Dow. 


The famous “Dow Theory,” 
stood the test of time. Explanatory 
notes by G. C. Selden. (Price, $1.56 


How I B Fi dent 
By M. S. E. 


A pamphlet on how to select securities. 
aper, 25c.) 


How to Read the Financial Page. 

By Scribner Browne. 
Correct interpretation of the financial page 
in the Daily Newspapers. (Price, $1.31) 


Financial Statements Made Plain. 

By E. A. Saliers. 
A conservative book giving a solid founda- 
tion for the analysis of financial state- 
ments. (Price, $1.31) 


What Every Invester Ought to Know. 
By Robert L. Smitley. 


A handy volume answering hundreds of 
questions on every form of investment. 
(Price, $1.31) 


How to Select Investments. 

By Five Authors, 
A work on the art of selecting good in- 
vestments, which is a symposium of the 
best ideas of five men who have made a 
life study of sound investing. (Price. $1.31) 


Tidal Swings of the Stock Market. 
By Scribner Browne. 
The Rise and Fall of the stock market as 


a whole is dependent on the certain gen 
eral laws outlined in this book. (Price, $1.31) 


which has 





thorized preferred capital from 373,264 
to 973,264 shares, $100 par, and the au- 
thorized common stock from 2,143,455 
to 3,143,455 shares. The stated capital 
with which the corporation will carry 
on business is increased from $48,043. 
275 to $113,048,275. 

American Bosch-Magneto Co.—Divi- 
dend Reduced.—The directors have de- 
clared a quarterly dividend of $1.25 a 
share payable April 1 to stockholders 
of record March 15, thus reducing the 
dividend from a $10 to a $5 per annum 
basis. 

In cutting the dividend the directors 
stated that conservatism was advisable 
at this time, for although the business 
of the company was looking better, its 
cash position should be strengthened. 
The company has $9,000,000 of unfilled 
orders on its books, of which $6,000,000 
are for magnetos and $3,000,000 for 
starting and lighting systems. 

American Chicle Co.—Net Income, 
after taxes and charges, for the year 
ended December 31, last, amounted to 
$792,090. The sum of $1, 056,291 was 
charged against surplus account for 
shrinkage in inventories, leaving the 
total profit and loss surplus as of De- 
cember 31, last, at $2,000,371. 

American Druggists Syndicate.— 
Year’s Earnings.—For the year ended 
Dec. 31, last, net profits, after charges, 
but before 1920 Federal taxes, amounted 
to $186,528, which is equivalent to 27c 
a share ($10 par value) on the 677,983 
shares of capital stock. This compares 
with net profits of $82,767, or 14c a 
share earned on the 306,669 shares of 
capital stock outstanding in the pre- 
ceding year. 

Armour & Co.—Capital Increased.— 
The company’s capital has been in- 
creased from $210,000,000 to $400,000,- 
000, the old outstanding stock consist- 
ing of 600,000 shares preferred ($100 
par) and 1,500,000 shares of common 
stock, par value $100. The new capital 
will consist of 1,000,000 shares of pre- 
ferred stock (par value $100) and 12,- 
000,000 shares of common stock, di- 
vided into 6,000,000 shares of Class A 
and 6,000,000 shares of Class B, having 
a par value of $25 per share. The out- 
standing $100 common stock is to be 
exchanged on the basis of two shares 
of Class A and two shares of Class 
B $25 stock for each share of common 
stock now outstanding. 

Armour Leather Co.—The Annual 
Report of the company for 1920 shows 
a deficit of $4,313,653. The balance 
sheet as of October 30, 1920, shows cur- 
rent assets of $33,967,283, including in- 
ventories, $25,847,217, receivables, $4,- 
522,291; cash, $3,578,271, and current 
liabilities, $24,426,697, comprising notes 
payable at bank, $19,803,500; purchase 
notes, $1,139,201; foreign drafts, $1,- 
yore and accounts payable, $2,035,- 


Baldwin Locomotive Works.—Pam- 
phlet Report of the company for the 
year ended December 31, last, shows net 


profits of $4,428,518, after Federal taxes 
and charges. After deducting preferred 
dividends of $1,400,000, the balance, $3,- 
028,518, is equivalent to $15.14 a share 
on the $20,000,000 common stock. This 
compares with $4,376,243, or $21.88 a 
share reported for 1919. 

These earnings include dividends re- 
ceived from the Standard Steel Works, 
all of whose stock Baldwin owns. They 
do not include, however, the undis- 
NGME......0-sereeeereeererereeees tributed earnings of the Standard Co. 

Address.......+000: for the year. 
March 5 Bush Terminal Building Co.—Gross 
Earnings in the fiscal year ended Dec. 
on 31, last, are estimated at $2,219,672; as 
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compared with $2,966,764 in the pre- 
ceding year, and net earnings after ex- 
penses and taxes are placed at $854,- 
264, against $830,489. Surplus after in- 
terest and sinking fund charges ap- 
proximated $344,623, compared with 
$287,046 in the preceding year. 

Baldwin Locomotive orks.—F or- 
warded.—Had these, amounting to 
$280,993, been included, Baldwin would 
have shown an additional $1.41 earned 
on its common stock, or $16.55 for the 
year. 

Central Leather Co.—Annual Report 
for the year ended December 31, 1920, 
shows a net loss, after charges and 
taxes, of $22,428,214, and a deficit, after 
preferred and common dividends, of 
$25,751,666. This compares with a sur- 
plus earnings of $14,288,481, equivalent, 
after preferred dividends, to $30.11 a 
share on the $39,701,030 common stock 
in the preceding year. 

The consolidated balance sheet as of 
December 31, last, shows property ac- 
counts, $40,200,532; investments, $7,- 
194,644; inventories, $60,586,893, com- 
pared with $74,937,824 on December 31, 
1919; accounts receivable, $7,126,314, 
against $15,209,550; bills receivable, 
$598,757, against $245,028; call loans and 
Liberty Bonds, $66,950, compared with 
$3,125,200, and cash, $5,790,688, against 
$4,756,548 in the previous year, with 
total assets and liabilities of $121,887,- 
986. Among the liabilities were out- 
standing bonds, $27,889,650, accounts 
payable, $1,054,161, compared with $2,- 
038,090 in the previous year, and bills 
payable, $9,500,000, the same as in 1919. 
The total profit and loss surplus at the 
end of the year was $4,757,608, com- 
pared with $30,509,274 at the end of 
1919. 

Certain-Teed Products Corpn.—An- 
nual Report for 1920 shows net profits, 
after charges and Federal taxes, of 
$792,314. This is equivalent, after de- 
duction of Ist and 2d preferred divi- 
dends of $5.18 a share on the 82,000 
outstanding shares of common stock of 
no par value, and compares with net 
profits of $841,333, or $6.86 a share 
earned on the 70,000 shares of common 
stock outstanding in 1919. After pay- 
ment of the Ist and 2d preferred divi- 
dends and common dividends, there 
was a surplus for the year of $63,252, 
against a surplus of $474,289 at the 
end of 1919. 

Coca-Cola Co.—Net income for the 
year ended Dec. 31, last, after charges 
and before Federal taxes, was $2,439,- 
166. After allowing for preferred divi- 
dends and deducting estimated Federal 
taxes, the balance was equal to $2.61 a 
share on the 500,000 outstanding shares 
of no par value. 

The balance sheet as of December 
31, last, shows property and plants $4,- 
250,681, compared with a valuation of 
$2,333,512 at the end of 1919; inven- 
tories, $6,610,558, compared with $1,- 
175,963; other book and miscellaneous 
assets, $4,295,900; trade marks, good- 
will, etc., $24,960,222; notes and ac- 
counts payable $8,890,241, compared 
with $1,323,372 at the end of 1919, and 
surplus, $5,656,098, compared with $5,- 

.764. Current assets are given as 
$10,906,457, and current liabilities, $9,- 
540,241, of which all but $650,000 are 
notes and accounts payable. This gives 
the company an apparent working 
capital of only $1,360,216, against a 
capitalization of $10,000,000 preferred 
and $15,010,000 common stock. 

Deere & Co.—Net Earnings, after in- 
terest, taxes and depreciation, for the 
year ended October 31, last, were $4,- 
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647,718, against $5,257,177 in the pre- 
ceding year. 

The balance sheet as of October 31, 
last, showed current assets of $56,605,- 
258, current liabilities of $22,381,196, 
profit and loss surplus, $17,237,488, and 
sy assets and liabilities of $100,685,- 


Edmunds & Jones Corpn.—Annual 
Report for 1920 shows a surplus, after 
charges and Federal taxes of $97,768, 
equivalent, after preferred dividends to 
92c a share on the 40,000 shares of 
common stock of no par value. In the 
preceding year there was a surplus of 
$408,361, equivalent, after preferred divi- 
dends, to $8.64 a share on the common 
stock. Dividend payments in 1920 
amounted to $140,870, after which there 
was a deficit of $43,102, compared with 
a surplus of $285,881 in 1919. 

Emerson - Brantingham Co.—Net 
Profits for the year ended October 31, 
last, after charges and Federal taxes, 
were $872,703, equivalent to $7.17 a 
share on the $12,170,500 preferred stock. 
This compares with a surplus of $1,- 
322,420, or $10.86 a share in 1919. 

The balance sheet as of October 31, 
last, shows stocks of raw materials, 
work “in process and finished products, 
of $14,545,827; customers’ notes and ac- 
counts receivable, less commission 
certificates outstanding, $5,910,292; cash 
in foreign banks, working funds, etc., 
$352,775; cash in domestic banks and on 
hand, $751,677; notes payable, $7,915,- 
285; accounts payable, including Fed- 
eral taxes accrued, $1,767,726, and sur- 
plus, $2,562,857. 

Empire Steel & Iron Co.—Consoli- 
dated Earnings statement for the year 
1920 shows net profits, after charges 
and Federal taxes, of $446,061, equiva- 
lent to $17.84 a share on the $2,500,000 
outstanding preferred stock. This com- 
pares with net profits of $404,108, or 
$16.16 a share earned in the preceding 
year. 

Endicott Johnson Corpn.—Net 
Profits, after charges and Federal taxes 
for the year ended Dec. 31, last, were 
$3,150,441, equivalent, after preferred 
dividends, to $6.43 a share ($59 par 
value) on the $16,379,090 outstanding 
common stock. This compares with 
net profits of $4,955,286, or $14.88 a 
share earned on the $14,000,000 common 
stock outstanding in 1919. 

Gaston, Williams & Wigmore, Inc.— 
Consolidated income and profit and 
loss account of the company and its 
subsidiaries for the six months ended 
October 31, last, shows net loss, after 
depreciation and all other charges, of 
$4,926,525. This compares with net 
income of $10,572 in the corresponding 
months of 1919. 

General Cigar Co.—Annual Report 
for the year 1920 shows a surplus, after 
charges and provisions for Federal 
taxes, of $3,400,419, equivalent, after de- 
duction of preferred and debenture pre- 
ferred dividends, to $15.12 a share on 
the 181,040 shares of common stock 
outstanding. This compares with a 
surplus of $2,772,932, or $12.64 a share 
earned in the preceding year. 

General Motors Corpn.—On sales ag- 
gregating $565,000,000 the corporation, 
in 1920, had net profits available for 
dividends of $48,252,000. This is equiva- 
lent to $2.05 a share on the 20,552,685 
outstanding shares of no par value, after 
preferred and debenture dividends. In 
the preceding year the profits amounted 
to $60,005,484, or $36.36 a share on the 
then outstanding 1,534,100 shares of 
common stock of $100 par value. 

The balance sheet as of December 


31, last, shows total current assets ot 
$263,939,000, and total current liabili- 
ties of $115,544,000, leaving net work 
ing capital of $148,395,000. Cash in 
bank totalled $49,278,000, while sight 
drafts, notes receivable, and accounts 
receivable amounted to $48,661,000. In- 
ventories were set down at $166,000,000 
Notes payable aggregated $72,265,000 
and accounts payable and trade ac 
ceptances, $25,794,000. 

Gillette Safety Razor Co.—In 1920 
the company did the largest busines: 
in its history. Net profits, befor: 
taxes, were $6,803,407, or $778,000 mor: 
than in 1919. On its 250,000 shares o 
stock, therefore, last year’s earnings 
before taxes, were equivalent to $27.21 
a share. Making due allowance fo: 
taxes, the balance available for the 
stock probably amounted to about $22 
a share or about $10 a share in excess 
of the current dividend rate. 

The company is in a strong cash po 
sition and has no inventory problem 
to contend with. Inventory account on 
December 31, last, was $3,022,039, or 
about $218,000 less than a year ago, and 
about $355,000 less than two years ago. 

Hercules Powder Co. — Financial 
Statement for 1920 shows a net income, 
after charges and taxes, of $492,250, 
which is equivalent to $1.02 a share on 
the outstanding common stock, after 
deduction of its preferred dividends 
Gross receipts were $20,384,866, against 
$20,539,736 in 1919. Preferred divi- 
dends aggregated $419,384, leaving a 
surplus of $72,866, against $1,205,294 in 
1919.. The 1919 net earnings, $1,579,794, 
were equivalent to $16.85 a share on the 
outstanding common stock. 

Kelly-Springfield Tire Co.—The com- 
pany’s annual report for the year ended 
December 31, 1920, shows a surplus 
after charges, but before Federal taxes, 
of $1,959,293. This is equivalent, after 
deduction of preferred dividends on the 
6% and 8% cumulative preferred stock, 
to about $4 a share ($25 par value) on 
the $8,084,241 common stock, and com- 
pares with a surplus after Federal 
taxes, of $2,422,522, or $9.82 a share on 
the $5,361,978 common stock outstand- 
ing in the previous year. 

The balance sheet as of December 
31, last, shows cash on hand and in 
bank, $2,182,089, compared with $1,679,- 
946 on the same date of 1919; notes and 
accounts receivable, $2,439,778, against 
$2,034,029; inventories, $9,751,388, 
against $7,073,643; plants, good-will, 
etc., $21,248,649, compared with $11,- 
357,102; notes payable, $8,155,000 
against none outstanding the year be- 
fore; accounts payable, $217,412, com- 
pared with $351,652, and a final surplus 
of $9,365,375, compared with $8,641,553. 

Kresge (S. S.).—Annual Report for 
1920 shows net: earnings, after all 
charges and Federal taxes, of $2,753,- 
506. This is equivalent, after deduction 
of preferred dividends, to $26.13 a share 
on the $10,000,000 common stock out- 
standing, and compares with net ear- 
nings of $2,220,201, or $21.40 a share 
in 1919. 

Lorillard (P.) Co.—Annual Report 
for the year ended December 31, 1920, 
shows a surplus, after charges and Fed- 
eral taxes, of $6,551,398, equivalent, 
after deduction of preferred dividends, 
to $18.19 a share on the $30,304,700 out- 
standing common stock. This com- 
pares with a surplus of $4,991,844, or 
$17.27 a share earned on the $24,246,- 
600 common stock outstanding in the 
previous year. 

Montgomery Ward & Co.—Stock In- 
creased.—At the recent annual meeting 
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of the stockholders it was vot:d to in- 
crease the common stock of the com- 
pany from 1,000,000 to 1,285,000 shares, 
the additional stock to be exchanged for 
95,000 outstanding shares of Class B 
stock, three for one. 


National Cloak & Suit Co.—Net sales 
of the company last year aggregated 
$47,704,428, against $39,449,905 for the 
preceding year; but after payments and 
taxes there was a deficit of $1,349,917, 

s compared with a surplus of $1,649,- 
133 for 1919. Dividends paid during the 

ar on the preferred stock amounted 

» $292,600, and on the common stock, 

300,000. 

The general balance sheet as of Jan- 

iry 31, last, shows inventories of 

erchandise, including goods in transit, 

cost or at market value, if lower 
ian cost, amounting to $6,933,281; in- 
entories of paper stock and miscel- 
neous supplies $1,052,141; cash in 
ank and on hand, $1,157,803; accounts 
eceivable, less reserves, $99,359; notes 
ayable to banks and bankers, $1,050,- 

00; accounts payable, $2,738,513, and 

otal assets and liabilities of $29,748,- 
294. 


National Conduit Cable Co.—Year’s 
Earnings.—For the year ended Dec. 31, 
last, the company reports a deficit, after 
all charges and taxes, of $1,222,752. 
Che deficit for 1919 was $1,116,340. 


National Enameling & Stamping Co. 
—Annual Report for the year ended 
December 31, last, shows a surplus, after 
ill charges and Federal taxes, of $3,- 
362,151, equivalent, after deduction of 
preferred dividends, to $17.07 a share on 
the $15,591,800 common stock. For the 
preceding year there was a surplus of 
$3,807,073, equivalent to $20.25 a share 
»n the common stock. 

National Fireproofing Co.—Net In- 
come for the year ended December 31, 
last, after depreciation and Federal 
taxes, was $750,303, which is equivalent 
to $4.75 a share (par value $50) on the 
$7,900,500 preferred stock. This com- 
pares with a deficit of $234,936 in the 
previous year. 

New York Transit Co.—Net Income 
after taxes and depreciation, for the 
year ended Dec. 31, last, was $643,200, 
equivalent to $12.86 a share on the $5,- 
000,000 capital stock. This compares 
with net income of $1,028,848, or $20.57 
a share earned in the preceding year. 

Porto Rican-American Tobacco Co.— 
Annual Report for 1920 shows net 
profits, after all charges and Federal 
taxes, of $401,723. This is equivalent 
to $8.07 a share on the $4,976,867 capital 
stock, and compares with net profits of 
$137,934, or $2.77 a share earned in the 
preceding year. 

Pressed Steel Car Co.—Net Income 
for the year ended Dec. 31, last, after 
charges and taxes, was $2,531,805. This 
is equivalent, after preferred dividends, 
to $13.25 a share on the $12,500,000 
common stock, and compares with a 
net income of $4,265,232, or $27.12 a 
share earned in the preceding year. 

Railway Steel Spring Co.—Annual 
Report for the year ended December 
31, last, shows a surplus, after all 
charges and Federal taxes, of $3,435,- 
350. This is equivalent, after deduction 
of preferred dividends, to $18.14 a share 
on the $13,500,000 common stock, and 
compares with a surplus of $3,194,353, 
or $16.66 a share earned in the preced- 
ing year. 

The general balance sheet as of De- 
cember 31, last, shows cash on hand 
$1,981,755, compared with $2,277,715 
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AN INDUSTRIAL MORTGAGE 
BOND OFFERING UNUSUAL 
POSSIBILITIES 
(Continued from page 610) 








action to foreclose* could be instituted by 
the bondholders. However, if such a pro- 
cedure were followed out by the stock- 
holders a bondholder would not receive his 
principal until] maturity, April 1, 1927, but 
in the meanwhile he would receive six 
years’ interest at the rate of 12%; and at 
the end of the period his investment would 
have doubled in value.—vol. 25, p. 575, 748. 





the year before; inventories, $5,103,968, 
against $3,809,824; accounts receivable, 
$4,061,186, against $1,882,754; securities, 
$4,199,827, compared with $6,292,227; 
plants, $28,181,813; accounts payable, 
$785,984; surplus, $12,942,355, an in- 
crease of $1,410,351, and total assets 
and liabilities of $43,598,510. 

Republic Iron & Steel Co.—Annual 
Report for the year ended December 
31, 1920, shows net profits, after de- 
preciation charges and Federal taxes, 
of $7,616,522, equivalent, after deduc- 
tion of preferred dividends, to $19.55 a 
share on the $30,000,000 outstanding 
common stock. This compares with 
net profits of $2,141,196, or $1.43 a share 
on the $27,272,000 common stock out- 
standing in 1919. 

On December 31, last, the company 
had working capital amounting to $25,- 
593,877, or nearly four times what it had 
on May 3, 1919, namely, $6,500,000. 
The balance of orders on hand on De- 
cember 31, last, amounted to 162,906 
tons, as compared with 389,524 tons on 
Dec. 31, 1919, and 143,383 tons on the 
same date of 1918. 

Savage Arms Corpn.—Surplus, after 
charges and taxes, for the year ended 
Dec. 31, last, was $117,769, equal to $1.35 
a share on the $7,748,000 common 
stock. This compares with a surplus 
of $1,512,424, equivalent to $19.28 a 
share earned on the $7,763,000 average 
amount of common stock outstanding 
in 1919. 

In his report to the stockholders, 
President Wilfred L. Wright says that 
“Inventories have been priced at cost 
or market, whichever was lower. Values 
as shown are conservative, and in ‘ac- 
cordance with Treasury Department 
rulings. Reserves set up from earnings 
of past years have been sufficient to 
care for reduction in values. 

“The company,” he says, “is at pres- 
ent suffering from the general depres- 
sion and lack of buying in sympathy 
with many other concerns but particu- 
larly as our peace business before the 
war was very small in comparison with 
the present plant capacity and equip- 


ment. There is no doubt, however, but. 


what this company will benefit with 
others as conditions improve, and while 
the year 1921 opens with orders, com- 
mitments, and payrolls at a low point, 
it is hoped by further economies, and 
a reasonable resumption of buying, to 
+e a substantial improvement during 
1921.” 

Underwood Typewriter Co.—Annual 
Report for 1920 shows a net income, 
after charges and Federal taxes, of $2,- 
246,238, equivalent, after preferred divi- 
dends, to $21.92 a share on the $9,000,- 
000 common stock. This compares 
with a net income of $2,599,952, or 
$25.85 a share earned in the preceding 
year. 
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Exceptional 
Opportunities 


For Investment in 


Underlying Securities of 
Corporations of High and 
Proved earning power. 


Bonds of established cor- 
porations may now be 
rchased at prices afford- 
ing most attractive returns 
over a period of years. 


Conditions brought about 
by the period of industrial 
readjustment in progress 
at the present time will 
lead to much higher prices 
for investment securities. 


We advise the purchase of 
high grade securities for 
investment at this time. 


Henry L. Doherty 
Company 


Bond Department 
60 Wall Street, New York 























The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 
what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 


portunity. Let us tell 
you all about it. — 


Write fer Booklet M. W. 


(HisHoLM & (HAPMAN 
Members New York Stock Exchonge 
71 Broadway, New York City 
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Exempt from all 


Federal Income Taxes 


$50,000 


City of Tulsa, Okla. 


5% School District Bonds 
Due May 15, 1933 


Principal and Semi-Annual Interest 


payable in New York 


Legality approved by Messrs. 
Wood & Oakley, Chicago, Il. 
This School District includes not 
only the entire city of Tulsa, the 
second largest and most import- 
ant city in Oklahoma, but also 
embraces adjacent territory, with 
a total population of 85,000 and 
net debt of about 314%. 


PRICE TO YIELD 
5.50% 


Further particulars upon 
request for Circular M.W.7 


pRANDON, 
WADDELL 


Ground Floor, Singer Building 
89 Liberty Street New York 

















MORTGAGE 
INVESTMENTS 


A Square Deal 


uare deal has been 
. Forman & Com- 
There- 


For 36 years a 
given by George 
peny to all their customers. 
t+) 


re today some of the largest insur- 
ance companies are investing their 
orman Farm Mortgage In- 


funds in 
vestment, 


netting 7% interest 


for the same reason these securities 
have also been purchased by hundreds 
of individual investors desiring safety 


and an attractive interest return. 


Our new booklet “Selecting Today the 
should be 
én the hands of every investor. Write 


Investments of Tomorrow, 


for it now, using the attached coupon. 


36 Yeors Without oss ToA Customer 


eorge M. Forman 


é Com 


FARM MORTGAGE BANKERS 
(ESTABLISHED 18685) 


11 So. LaSalle Sr.........Chicago, Ill. 
Sao we re at Fon Ae 
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|. Forman & 5 
oe ee rae Ste chicage, Hl. 


3 thout obligating me in any way, 
Gentlemen: Wi liga 


please send me copy of your new 
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United Drug Co.—Annual Report for 
1920 shows net profits after charges 
and ordinary taxes, of $5,189,215. This 
is equivalent, after lst and 2d preferred 
dividends, to $11.02 a share on the $29,- 
928,900 outstanding common stock, and 
compares with net profits, after Fed- 
eral taxes, of $4,275,004, or $10.96 a 
share earned on the $28,792,100 com- 
mon stock outstanding in 1919. 

Union Tank Car Co.—For the year 
1920 the company reports a surplus, 
after deduction of depreciation and 
Federal taxes, of $3,393,053, equivalent, 
after preferred dividends, to $24.08 a 
share on the $12,000,000 common stock. 
This compares with a surplus of $3,- 
— or $30.15 a share earned in 
1 4 


Wickwire Spencer Steel Corpn.—For 
the 11 mont ended November 30, 
1920, the company reports a surplus, 
after charges and Federal taxes, of $2,- 
602,979. This is equivalent, after divi- 
dends on the preferred and Class A 
common stock, to $7.78 a share on the 
250,000 shares of common stock of no 
par value. 


The balance sheet as of November 
30, last, shows cash, $1,131,066; securi- 
ties, $84,940; notes and accounts re- 
ceivable, $3,974,268; inventories, $9,815,- 
058; plant, $21,194,999; first mortgage 
bonds outstanding, $12,630,000; notes 
payable, $3,465,000, accounts payable, 
$1,359,578, and profit and loss surplus, 
$11,850,985, the total assets and liabili- 
ties being $40,647,911. 


Wm. Davis Co., Inc.—Balance Sheet 
of the company, as of Sept. 25, 1920, 
shows net tangible assets of $9,857,079, 
which amount is equal to about $98 a 
share on the Class A stock, or to about 
$59 a share on the Class A and B shares 
combined. 

The annual report, which after de- 
duction of reserves for depreciation and 
payment of interest charges, shows a 
net loss-of $102,150 for the fiscal year 
ended September 25, last, reflects the 
adverse -conditions faced by the pack- 
ing industry last year. President E. 
C. Fox says that in his opinion 1921 
must still see much readjustment but 
that the decline in the primary com- 
modity markets is over for the present. 
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Alaska Gold Mines.—For the quarter 
ended Dec. 31, last, the company re- 
ports a deficit, after expenses, of $44,- 
866, as compared with a deficit of $81,- 
059 in the preceding quarter, and a 
deficit of $84,572 in the December, 1919, 
quarter. 

Total deficit for the year amounted 
to $125,925, against a deficit of $275,- 
128 in the preceding quarter. 

Butte & Superior Mining Co.—For 
the 3 months ended December 31, last, 
the company reports a loss, after de- 
preciation, of $159,727. This compares 
with a loss of $102,218 in the preceding 
quarter, and with a profit of $566,984, 
or $1.95 a share (par $10) earned on the 
$2,901,977 capital stock in the Decem- 
ber, 1919, quarter. 

For the year 1920 the company 
shows a total profit of $208,300, which 
is equivalent to 7lc a share on the 
stock. This compares with a total 
profit of $1,054,961, or $3.63 a share 
earned in 1919. 

Butte Copper & Zinc Co.—Net In- 
come for the year ended December 31, 
last, after charges and taxes, was $459,- 
118, equal to 76c a share (par $5) on the 


$3,000,000 capital stock. In the previ- 
ous year the company showed a deficit 
of $9,233. 

Hollinger Consolidated Gold Mine, 
Ltd.—Annual Report for 1920 shows 
revenue from production of $6,932,628, 
compared with $6,722,367 in the pre- 
ceding year, and total income of $7,- 
162,611, against $7,063,099. Net in- 
come after operating costs, deprecia- 
tion, etc., aggregated $2,675,275, com- 
pared with $2,954,109 in 1919. After 
payment of dividends there was a 
surplus of $461,275, as against $1,232,109 
in the preceding year. 

Lehigh Coal & Navigation Co.—An- 
nual Report for the year 1920 shows net 
income, after charges and taxes, of $4,- 
045,053, equivalent to $6.93 a share (par 
value $50) on the $29,173,950 capital 
stock. This compares with a net in- 
come of $2,874,833, or $4.92 a share 
earned in the preceding year. 

Nevada Consolidated Copper Co.— 
On net production of 10,812,729 Ibs. of 
copper, the company suffered a loss, 
after depreciation, of $280,499 in the 
three months ended December 31, last. 
This compares with a loss of $83,180 
in the preceding three months, and with 
net earnings of $687,290 or 34c a share 
(par $5), earned on the $9,997,285 capi- 
tal stock in the December, 1919, quarter. 

Net earnings for the year 1920 totalled 
$235,904, which is equivalént to 12c a 
share on the stock, as compared with 
$1,225,357, or 6lc a share, in 1919. After 
payment of dividends aggregating $1,- 
499,592 there was a deficit of $1,263,688 
for the year 1920. 

Ray Consolidated Copper Co.—For 
the quarter ended December 31, last, 
the company reports a loss of $60,731, 
which compares with a loss of $52,149 
in the preceding quarter, and with a 
profit of $647,226, or 41c a share, in the 
December, 1919, quarter. 

For the calendar year 1920 the com- 
pany’s total income was $911,675, 
equivalent to 57c a share ($10 par), on 
the $15,771,790 capital stock. This 
compares with an income of $1,743,440, 
or $1.10 a share in the preceding year. 
After dividend payments aggregating 
$1,577,158, there was a deficit for the 
year of $665,503. 

St. Joseph Lead Co.—Surplus after 
charges and Federal taxes for the year 
1920 was $3,011,426, equivalent to $1.94 
a share on the $15,494,126 capital stock 
($10 par value). This compares with a 
surplus of $1,060,596, or 75c a share 
earned on the $14,094,660 capital stock 
outstanding in 1919. 

United Verde Extension Mining Co. 
—Annual report for 1920 shows a def- 
icit, after taxes and all charges, of 
$819,208. This compares with a deficit 
of $235,156 in the preceding year. 

Ore developed and remaining in the 
mine above the 1,500-foot level is esti- 
mated at 1,148,800 tons, averaging 
11.81% copper. Output of copper metal 
last year was 41,942,700 lbs., produced 
at the cost of 8.53c a Ib., not including 
depreciation, depletion and taxes. 

Utah Copper Co.—The company re- 
poses for the quarter ended Dec. 31, 
ast, a total loss of $589,515, after 
charging off $535,270 net loss on mar- 
ketable securities, etc. This compares 
with a profit of $502,953, or 3lc a share 
earned in the preceding quarter, and 
with $2,699,456, or $1.66 a share in the 
December, 1919, quarter. 

For the 12 months ended with De- 
cember, total profits were $5,024,498, 
equivalent to $3.09 a share ($10 par) on 
the $16,244,900 capital stock, compar- 
ing with $8,252,398, or $5.08 a share in 
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1919. But as the total profits for last 


year fell short the dividend require- 
ments for the stock, the net result was 
a deficit of $4,722,442. 
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American Water Works & Electric 
Co.—Gross Earnings for the last quar- 
ter of 1920 were $1,343,971, an increase 
of $138,726 over the corresponding 
quarter of 1919. Net earnings were 
$289,187, a decrease of $54,454, and 
net income was $80,973, a decrease of 
$53,656. 

Arkansas Light & Power Co.—Gross 
Income for the year 1920 was $1,244,- 
911, an increase of $376,222 over 1919. 
Net income amounted to $274,460, a 
gain of $75,008, and surplus after pre- 
ferred dividends amounted to $38,890. 

Brooklyn Edison Co.—Annual Report 
for 1920 shows a surplus, after charges 
and taxes, of $1,652,617, equal to $9.57 a 
share on the $17,355,000 capital stock. 
This compares with a surplus of $1,- 
806,413, or $10.43 a share earned on the 
$17,306,300 capital stock in the preced- 
ing year. 

Boston Elevated Railway Co.—The 
calendar year 1920 ended with a net loss 
after payment of full cost of service, 
including dividends, of $326,952. Add- 
ing the current deficit existing on De- 
cember 31, 1919, of $23,659, the total 
deficit at the end of last year stood at 
$370,611. 

Cities Service Co—Gross Earnings 
in January were $1,637,022, a decrease 
of $268,759 compared with January, 
1920; net earnings were $1,570,388, a de- 
crease of $282,412, and surplus after 
fixed charges was $1,425,024, a decrease 
of $271,219. 

For the 12 months ended with Janu- 
ary gross earnings were $24,429,280, an 
increase of $4,390,546 over the preced- 
ing 12 months; net earnings were $23,- 
715,155, an increase ot $4,380,511, and 
surplus after fixed charges was $21,- 
784,719, an increase of $4,421,490. 

Columbia Gas & Electric Co.—Janu- 
ary Gross Earnings totaled $1,598,136, 
an increase of $195,823 over January, 
1920; net earnings were $839,983, an in- 
crease of $68,152, and surplus after fixed 
charges was $630,814, an increase of 
$51,557. 

For the 12 months ended with Janu- 
ary gross earnings totaled $14,810,186, 
an increase of $2,466,893 over the pre- 
ceding 12 months; net earnings amount- 
ed to $7,303,653, an increase of $1,275,- 
024, and surplus after fixed charges and 
lease rentals aggregated $4,888,099, an 
increase of $1,488,895. 

Mackay Companies.— Surplus after 
expenses and taxes for the year ended 
February 1, 1921, was $4,333,588, equiva- 
lent, after deduction of preferred divi- 
dends, to $5.64 a share on the $41,380,- 
400 outstanding common stock. This 
compares with a surplus of $4,376,211 
or $5.74 a share earned in the preceding 
year. 

New England Tel. & Tel. Co.—Net 
Income for the year 1920, after charges 
and Federal taxes, was $6,137,545. This 
is equal to $9.24 a share on the $66,456,- 
100 capital stock, and compares with 
net income of $5,424,934, or $8.16 a 
share earned in 1919. 

Pacific Gas & Electric Co.—Income 
Account for the year ended December 
$1, last, shows a surplus, after all 
charges and taxes, of $3,915,854, equiva- 
lent, after deduction of preferred divi- 
dends, to $6.28 a share on the $34,004,- 
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Fourteen Methods of Operating in 


the Stock Market 


The most successful methods used by specialists trading in the 
stock market, written by a number of financial experts who daily 
in practice prove the correctness of the theories outlined in this 


book. 


CONTENTS 


A specialist in panics. Forecasting the 


stock market. 
movement. 
a successful speculator. 


Principles of price 
The scale plan. Rules of 
Plan for tak- 


ing advantage of primary movements. 


The breadth of the market. 
ing the force of the market. 


of 


specialties. 


Calculat- 
Methods 
traders. Operating in 
Detecting Liquidation. 


successful 


Identifying the bottom of a swing. 
Stocks of bankrupt corporations. Stop 
orders. 
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Canada’s Richest 
Pulp Source 


Situated on the Pacific Coast, with access to 
the cream of Canada’s forests and, by water, 
to the markets of United States, Australasia 
and the Orient, Whalen Pulp & Paper Mills, 
Limited, is rapidly forging ahead in the pulp 
and paper business. 


Whalen Pulp & Paper Mills, Ltd. 
7% Mortgage Debenture Stock 
Price: 100 and interest (Canadian funds) 
Carrying a 50% Common Stock bonus 


affords a well-secured 7% yield and a share in 
surplus profits through the Common bonus. 
Payment of interest in New York funds pro- 
vided for. Present premium in Canada of over 
15% reduces price to the U. S. investor to 
about 85 and increases yield to over 9%. 
Write us for particulars of this sound invest- 
ment offering. 


Graham. Sanson é (0 


INVESTMENT BANKERS 
Members Toronto Stock Exchange 
TORONTO, CANADA 


CANADA 


The Greenshields 
Monthly Review 


GA short summary of 
the Canadian financial 
and industrial situa- 
tion. 

@ With which is. in- 
cluded our [nvestment 
Suggestions, a sum- 
mary of the most at- 
tractve securities 
available for invest- 
ments in Canada. 


We shall be glad to send 
copies free on 
request. 





GREENSHIELDS & CO 


Members Montreal Stock Exchange 
Dealers in Canadian Bond Issues 


17 St. John street, Montreal 


058 common stock. This compares with 
a surplus of $3,340,353, or $5.32 a share 
earned in the preceding year. 

After payment of preferred dividends 
there was a surplus of $2,137,921, and 
after common dividends, a balance of 
$437,718, compared with $111,189 for the 
preceding year. 

Pacific Telephone & Telegraph Co.— 
Annual Report for 1920 shows a sur- 
plus, after charges and taxes, of $2,927,- 
550. This is equivalent, after preferred 
dividends, to $5.59 a share on the $18,- 
000,000 common stock. Dividends paid 
during the year amounted to $1,920,000, 
after which there was a balance of 
$1,007,550. 

United Railways Co. of St. Louis.— 
Valuation Report of the Missouri Pub- 
lic Service Commission places a value 
of $48,936,000, including overhead based 
on original cost, on the properties of 
the company. Valuation less deprecia- 
tion is placed at $34,176,000, and the 
cost of the property without overhead 
is placed at $38,627,000. Cost of prop- 
erty less overhead and depreciation is 
placed at $25,735,000. Total stocks and 
bonds outstanding is placed at $96,186,- 
000 par value, while the market value 
as of December. 31, last, was placed at 
$30,725,975. 

Utah Power & Light Co.—Gross 
Earnings in December amounted to 
$685,507, an increase of $126,713 over 
December, 1919, and net earnings after 
taxes were $353,677, an increase of $76,- 
204, and surplus after charges was 
$218,981, an increase of $68,772. 

For the 12 months ended with De- 
cember gross earnings were $6,730,849, 
an increase of $1,074,890 over the pre- 
ceding 12 months; net earnings after 
taxes were $3,131,401, an increase of 
$344,987; surplus after charges was $]1,- 
574,101, an increase of $343,895, and 
balance after preferred dividends was 
$982,601, an increase of $327,851. 

Virginia Railway & Power Co— 
Gross Earnings in January amounted 
to $1,018,819, an increase of $135,386 
over January, 1920. Net earnings, after 
taxes, were $304,329, a decrease of $44,- 
475, and surplus, after charges, was 
$107,963, a decrease of $4,218. 

Washington Water Power Co.—An- 
nual Report for the year 1920 shows a 
surplus after charges of $968,125, equiv- 
alent to $6.25 a share on the $15,490,- 
000 capital stock outstanding. This 
compares with a surplus of $852,008, or 
$5.50 a share earned in 1919. After divi- 
dends there was a surplus for the year 
of _—s as compared with $193,683 for 
1919. 





ber 31, last, was 2,482,000 bbls. as com- 
pared with an output of 1,950,000 bbls 
during the first half of the year, an 
increase of more than 27%. The state- 
ment of income for the last half of 1920 
is the best in the corporation’s history, 
and shows gross income of $7,172,557; 
total deductions, $3,375,044; net income, 
$3,797,615; excess profits taxes estimat 
ed, $800,000, and net income, $2,997,613. 

Indiana Pipe Line Co.—Annual Re- 
port for 1920 shows net income, after 
taxes and depreciation, of $958,301, 
which is equivalent to $9.58 a shar: 
($50 par value) on the $5,000,000 capita 
stock, and compares with $1,073,684, o: 
$10.73 a share earned in 1919, 

National Transit Co.—Annual Report 
for 1920 shows net profits, after depre 
ciation and taxes, of $2,703,424. This 
is equivalent to $5.31 a share on the 
509,000 outstanding shares of capital 
stock (par value $12.50), and compares 
with net profits of $2,723,025, or $5.35 a 
share earned in the preceding year.* 

South Penn Oil Co.—Operations Sus- 
pended. Officials of the company have 
decided upon a general suspension of 
all drilling and developing operations 
It is said that the present price for 
crude oil has made further operations 
impracticable. 

Standard Oil Co. of Kentucky.—An- 
nual Report for the year ended Decem- 
ber 31, 1920, shows net profits, after 
Federal taxes, of $3,770,260. This is 
equivalent to $62.83 a share on the 
$6,000,000 capital stock, and compares 
with net profits of $2,226,033, or $37.10 
a share earned in the preceding year. 

Standard Oil Co. of New Jersey.— 
Dividend Increased. The directors 
have declared a quarterly dividend of 
$1.25 a share on the common stock, pay- 
able March 15 to stock of record Febru- 
ary 28. This is the first dividend de- 
clared on the $25 par value common 
stock and corresponds with the quar- 
terly dividend of $5 a share paid on the 
old $100 par value common stock. Ac- 
tion of the directors in declaring a quar- 
terly dividend of $1.25 makes it equiva- 
lent to $20 on the old stock. 

Texas Co.—Capital Increased. The 
executive committee has approved a 
15% increase in the capital stock of the 
company, and it is proposed that the 
increased stock be offered to sharehold- 
ers of record April 29 for subscription 
at par, $25 a share. 

he present authorized capital of 
$130,000,000 will be increased to $140,- 
000,000 on March 31, next, by the pay- 
ment of a 10% stock dividend. The 
15% additional stock to be offered will 
amount to $21,450,000. 





OILS 





Buckeye Pipe Line Co.—Annual Re- 
port for 1920 shows net income, after 
taxes and charges of $1,612,325. This 
is equivalent to $8.06 a share ($50 par 
value) on the $10,000,000 capital stock, 
and compares with a net income of $1,- 
664,783, or $8.32 a share earned in the 
precedjng year. 

Crescent Pipe Line Co.—Annual Re- 

rt for the year ended December 31, 
aol shows net income, after taxes and 


depreciation, of 46,102, which is 


equivalent to $2.43 a share ($50 par. 


value) on the $3,000,000 capital stock. 
This compares with a net income of 
$161,417, or $2.69 a share earned in 1919. 

General Petroleum Corp’n.—Produc- 
tion for the six months ended Decem- 


JOHN A. TOPPING EXPECTS 
SLOW RECOVERY IN 
STEEL INDUSTRY 
(Continued from page 591) 








tion are big ones, the ability within the 


party is big enough for their solution. 
Business, at least, feels that it is in the 
hands of its friends, and instead of hav- 
ing Governmental opposition, will here- 
after have Government co-operation. I 
therefore, feel confident, as previously 
stated, that while we are not yet ‘out 
of the woods,’ we can at least see day- 
light, and are making progress towards 
improvement. With normal crops in 
prospect, this improvement should be 
accelerated later on.” 


THE MAGAZINE OF WALL STREET 











STANDARD OIL BUYS INTEREST IN SINCLAIR PIPE LINES 
(Continued from page 634) 








amounts to probably more than all of Sin- 
clair’s properties at present levels. 


Indiana’s Steady Growth 


In looking back over the history of the 
Indiana company we find a steady growth 
in earnings and the re-investment in the 
business of a large part of the profits 
from year to year, notwithstanding the 
stockholders have received a liberal re- 
turn on their investment in the form of 
extra dividends from time to time. 
A compilation recently made shows 
that the average cash return to invest- 
ors, who purchased this stock after the 
stock dividend in 1912 and who have 
held it up to the present time, amounted 
to about 10% per annum on the invest- 
ment, in addition to which there was a 
market appreciation of 24% per annum, 
making total return of 34% a year for 
the last nine years. During this year 
the company’s surplus account in- 
creased from $10,000,000 to $105,000,000 
t the close of 1919. During 1920 it is 
estimated that the company’s earnings 
efore taxes were around $60,000,000, 

hich means that a substantial addi- 


tion was made to the surplus during last 
year, 

This company seems to have the benefit 
of management which is unusually able 
and progressive, and which is constantly 
entrenching the company’s position. Last 
year the company acquired a 33% interest 
in Midwest Refining Company through an 
exchange of stock. The Midwest com- 
pany is the dominant interest in the Wyo- 
ming old fields and the acquisition of a 
large interest in its property places the 
Indiana company in a position where it 
has a large reserve supply of crude oil 
for future years. This together with the 
Sinclair deal greatly strengthens the com- 
pany’s immediate position and makes this 
stock look to the writer about the most 
attractive of any of the Standard Oil 
issues. 

At the present time the Indiana com- 
pany is paying dividends at the rate of $4 
per share per annum and at the present 
price the stock yields about 6%. It can 
be regarded as a substantial investment 
with excellent possibilities for enhance- 
ment. S. O. of Indiana, vol. 26, p. 115; 
Sinclair, vol. 26, p. 410. 
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This interesting graph, from The Black Diamond, shows the precipitous fall of 
ocean rates for coal since last Spring. The rally, beginning in August, was due 
to the fact that the United States Shipping Board withdrew their boats from 
the coal-carrying trade. There is a surplus of tonnage in every direction, and 
ships all over the world are tied up in steadily increasing numbers 











PRICE DECLINES AS A FAC- 
TOR IN BOND FINANCING 
(Continued from page 607) 








quirements in a similar way by the issue 
of $15,000,000 10-year 744% sinking fund 
notes. All three of these issues are held 
in high regard by investors, and in view 
of the large assets behind them are en- 
titled to a good rating. 

Linked up as they are with the auto- 
mobile industry, the rubber tire concerns 
were forced into the bond market in the 
early part of 1920 in order to finance their 
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requirements for expansions. Many of 
these companies increased their plant 
facilities to a great extent in anticipa- 
tion of business, which did not develop. 
As a result, some of these companies are 
now compelled to pay interest on securi- 
ties, the proceeds of which were used to 
purchase plant capacity now partly idle. 
Among rubber tire issues put out during 
the year, the U. S. Rubber 10-year 7%s 
and the Goodrich 7s are the most prom- 
inent. Both are the obligations of strong 
concerns, and their investment worth 
should enhance with any improvement 
registered in the rubber and automobile 
trade. 
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Detroit Motor 
Stocks 
Gladys Belle Oil- 
Invader Oil of 
Oklahoma 
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live in or near New 

York in order to ob- 
tain reliable service and 
careful advice when in- 
vesting money. 
For the benefit of our 
out-of-town customers 
we maintain a_ special 
mail department. 


This department keeps 
them in touch with the 
investment situation, and 
enables them to buy and 
sell securities in the New 
York market, no matter 
where they may live. 


[: is not necessary to | 


OUR BOOKLET 
“Investing by Mail’ 
TELLS HOW THIS IS DONE 


If this service would be of use 
to you let us send you a@ copy. 














Graphic Charts 





For the convenience of 
our customers we have 
on file, in our board 
room, graphic charts 
covering 40 of the 
most active listed 
stocks, showing the 
daily fluctuations. 


We will be pleased to 
send you a chart on 
any of these 40 stocks 
in which you may be 
interested. 


mention stock in which 
interested, 





In requesting chart, please © 





Wilson & Chardon 
Members Consolidated 
Stock Exchange of New York 
62 Broadway New York 
Telephone Whitehall 1964 














$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns . $55 Yearly 
$220 Returns $22 Yearly 


Invested in An Established 
Finance Corporation 

—Enjoying unusual confidence. 

a he Ps goctenet mt, &. stringent State 


—Lending money on good security on 
- #, basis known to bankers— 
widely distributed small laons. 
—Under strong management, with an 
enviable 7 years’ record of proved 
dependability. 

—An opportunity to share in at least 
one-third of the large yearly profits. 
—Paying a total 11% to the bond 

holders now fi 

past, and growin, 

solid expansion of its loan service 
many States. 

A combination of every one of the 
elements of security demanded by 
the yy 94 — ive investor, car- 
rying it a jarge s 

profits. 


Over a Quarter Century of experience 
in finance and business management is 
behind our secemmendatien of this in- 
vestment. 


Send for Circular B giving full details. 


Clargnce Hodson & Ch. 


oP N SOUND SECURITIES 
VI DING. Above THE AVERAGE 


26 Cortlandt St., N. Y. C. 
Branches in Many Principal Cities 











- IMPORTANT DIVIDEND 
ANNOUNCEMENTS 


Paid to Div. 
Amt. Stock of Pay- 
Name Declared Record able 
Advance-Rumely, p. 14%Q 3-15 4-1 
Allied C & D, p...aly%Q 3-15 4-1 
Am Bosch (nop)..$1.25 Q 3-15 -1 
AmB S & F,c(no p)$1 Q 318 31 
Am Chicle, p 14A%Q 3-19 
Am Linseed, p.... 14%Q 3-15 
Am Linseed, c %¥%Q 3-1 
Am Tobacco, p..... 14%Q 3-10 
Atlantic Ref, c....5 @Q 2-21 
Borden Co, p 14%Q 3-1 
Cal Pack, c (no p).$1.50 Q 2-28 
Cal & Ariz ($10)..50¢ Q 3- 4 
2 Cambria St ($50)..50¢ Q 2-28 
» Can Pacific, p. %S 3- 1 
% Can Pacific, c...... 24%Q 3-1 
Case Thresh M, p.. 1%4%Q 3-15 
Central Leather, p. 14%Q 3-10 
Chesebrough Mfg,p 1%%Q 3-10 
% Chesebrough Mfg,c 3%4%Q 3-10 
Childs Co, p 14%¥%Q 2-25 
ces Ga ©, ccccce 2 £Q-~ 2-25 
® Cities Service, p... “SM 3-15 
» Cities Service, p B. — 
Cities Service, c... 4ToM 
. Cities Service, c ext.el ote 
% Cons G,EL&P.c2 &O 
Continental Can, p.. 14%O 
Continental Can, c.. 14%O 
Continental Oil ... 2 %Q 
Crane Co, p....... 1%@%Q 
Crucible Steel, p... 14%%O 
Cuban Am §, p.... 1%%O 
Cub A S,c ($10)..$1 .@) 
Dom Iron & Stl, p. 14%O 
Dominion Stl, c.... 14%Q 
Eastman Kodak, p. 14%Q 
» Eastman Kodak, c. 2%%O 
Elk H Cl, p ($50).75¢ Q 
Nat Candy, Ist p.. 3%4%S 
Nat Candy, 2d p.. 34%S 
Nat Candy, c 4 %S 
Nat Enam & Stp, p. 14%O 
Nat Enam & Stp, c. 14%Q 
6% National lead, c... 14%Q 
..+» Nat'l Transit, ext. .50c 
10% N Y Air Brake.... 2%%0 
$5.00 Ohio Oil ($25)....$1.25 Q 
-+.. Ohio Oil, ext 
7% Packard Mot Car, p 14%Q 
$2 Peerless T & M($50)50c QO 
6% Proc & Gam, 6% p. 14%O 
8% Ry Steel Spring, c. 2 %Q 
6% Shredded Wheat, p. 14%Q 
8% Shredded Wheat, c. 2 %Q 
7% Sloss-S S & I, p.... 1%%O 
8% S Porto Rico S, p.. 2 %Q 
6% S$ Porto Rico S, c.. 14%Q 
6% Southern Pacific ... 14%Q 
$4 St G & El, p ($50) .$1 Q 
7% SO of N. J, p..... 1%%O 
$5 SOof NJ, c ($25).$1.25 O 
8% Famous Pl-Lasky,c. 2 %Q 
4% Fed Min & S, p.... 1 %@Q 
8% Gal Sig Oil, orig p. 2 %Q 
8% Gal Sig Oil, new p. 2 %Q 
6% Lackawanna St, c. 14%%Q 
7% Loose-Wiles B, Ist p 14%Q 
4% Mackay Cos, p..... 1 %Q 
6% Mackay Cos, c 1%%Q 
$1.20 Mid States O ($10)30¢c QO 
«+++ Mid States Oil, ext. 10c 
4% Union Pacific, p.... 2 %S 
10% Union Pacific, c.... 2%4%Q 
7% Un Cig St of A, p. 1%%O 
8% U S Indus Al, c... 2 %Q 
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a Initial dividend. 


e Payable in common stock. 








E are specializing 
in an unusual is- 
sue of bonds in 
$100, $500 and $1,000 


denominations offering : 


Unquestioned Safety 

10% Aenual Income 

Probable appreciation 
in principal 


Suitable for investment 
by those who must 
consider security the 
vital requirement. 


Request MW-10 


AE Fitkin &Co. 
Members VY. Stock Exchange 
141 BROADWAY 
New York City 


BOSTON CHICAGO 
PITTSBURGH LOS ANGELES 




















Position of Equipment 
Stocks 


Pressed Steel Car Co. 
Haskell & Barker Car Co. 
Pure Oil's Splendid Record 


DISCUSSED IN CURRENT ISSUE OF 
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Ask for W-5 


R.C:Mecarcec&Co. 


27 Pine Street, New York 
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Readers’ Round Table 
(Continued from page 626) 








We should be glad to adopt this sug- 
gestion if sure that it would please a ma- 
jority of our readers. Letters endorsing 
it would help us to judge. What do you 
think ?—Ebrror. 


AN EXCELLENT BEGINNING 
Editor, THe MaGAzIne oF WALL STREET. 


Sir: The Macazine has been a source 
of considerable pleasure and interest to 
me and from reading it I have derived 
considerable knowledge of investments that 
I could not have obtained from any other 
known source. 


My investments consist solely of such 
securities as 1 could purchasé with my 
savings from my dental practice amounting 
to from $100 to $150 per month. 


My practice has been to borrow from 
my. bank about $500 at a time, with the 
privilege of reducing the note each month 
by from $100 to $150, and buying some 
security with the borrowed money. 


My purchases during the last year and 
a half have been quite varied, some were 
hought on suggestions found in your 
MAGAZINE and others not. 1 bought quite 
a number of Canadian securities, particu- 
larly when the Canadian dollar was quoted 
at from 85c. to 88c., and if I were to 
make any suggestion to you it would be 
to analyze and publish more information 
about the good Canadian securities, par- 
ticularly the better stocks listed on the 
Montreal exchange. 


I give below a list of the securities I 
own, mostly purchased in the manner 
suggested above: 


8 shares Loew’s Ottawa Theatres, Ltd., 
pfd bought at par with 25% common 
bonus; 8 shares Eastern Theatres, Ltd., 
pfd (same conditions as above). I pre- 
sume you would criticize this investment, 
but I feel sure they will both more than 
make good. Eastern Theatres common is 
quoted at par now. 


Five shares Canadian General Electric, 
common, bought at 102. Just received the 
85th dividend; 5 shares Dominion Bridge 
Co., Ltd. at 86; $500 First Mortgage Bond 
of Whalen Pulp & Paper Mills Ltd. run- 
ning 3 years, bought on a 7% basis with 
Canadian funds at 85. $500 Nova Scotia 
Tramway & Power Co., 3 yrs. 7% note 
bought at par with Canadian funds at 87. 
$1,000 Clarke Bros. Ltd., First Mortgage 
7% bond running 5 years at par Canadian 
funds at 87. $500 Montreal Tramway & 
Power Co. 5 yrs. 644% secured gold bond, 
bought at par, Canadian funds at 90. All 
these bonds are payable in New York 
funds 


5 shares Union Bag & Paper Co. com- 
mon at 87; 300 shares E. T. Williams Oil 
Co. at $1.35 per share; 5 shares Union 
Tank Car Co. common at 112; 2 shares 
United Fruit Co. at 200. 


I feel I have not done so badly, though 
no doubt I might have done better. 


I also have $1,000 Denver & Rio Grande 
Improvement 5% bonds of 1928, bought on 
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the strength of an article in MAGAZINE OF 
WALL Street, at 70. 
1 own a home, debt free, easily worth 
$6,000 and an $800 local mortgage. 
This is my beginning in income build- 
ing, what do you think of it?—R. E. N. 


We have reviewed with considerable in- 
terest your system of saving and investing. 
We congratulate you on the adoption of 
this particular system and the results you 
have obtained through it. ° 

Looking over the list of securities you 
have invested in at this time, we find no 
depreciation in their intrinsic value. You 
appear to have made selections that will 
assure you excellent income yields and a 
market profit. 

We agree with you that there are many 
excellent issues in Canada that could well 
be considered by American Investors as 
offering special inducements at this time. 
We publish an authoritative review of 
Canadian securities every other issue, 
generally written by Mr. M. O. Hammond, 
of Toronto, but feel that the field scarcely 
justifies more frequent consideration. 
belief is that, in the financial markets of 
the world, no offering can be found com- 
parable with out-and-out “Americans.” 

Your present holdings are excellent, 
with the exception of Williams Oil and 
United Fruit, the former is very specula- 
tive, and the latter too high for relative 
safety, and does not call for any sugges- 
tions for switches to other securities. How- 
ever, we would urge you to keep a vigilant 
eye on all your holdings, with an eye to 
the future. It is extremely important for 
investors not to purchase a security, and 
forget all about it—Eprror, 
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New 


of Bond Values 


By Financial Publishing Co. 


YIELDS from 2.90 to 15% 


Years 
%, 5, 5%, Mr, 6, HH, 7, TH, 8%. 


order. 


Price $15.00 


Write for full particulars—to-day 


“Service Books of Finance” 
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Montgomery Rollins Publications 


17 Joy Street 
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MATURITIES 6 months to 100 
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Covers every rate commonly used, yield, 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request, Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $731 to 
$4,7°0 Net Profit over their cost price. 
Similiar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
tm my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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KEEP POSTED 


The books, booklets, pamphlets, circulars, 


letters, etc., listed below bave been 


prepared with the utmost care by houses oe the highest standing. 

They will be mailed on request direct from the issuing firm to the readers of THE 
MAGAZINE OF WALL STREET FREE OF CHARGE. 

We advise our readers to freely take advantage of this service, which will keep them in 
immediate touch with what is ues on in Wall Street, without any expense or obligation. 


It is a “Specialized Service for 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York City 


“EQUIPMENT TRUST SECURITIES” 


Describes the many special 
features of railroad equipment 
trust securities, with an inter- 
esting discussion of the origin 
and development and the oper- 
ating features of the Philadel- 
phia Plan. Sent on _ request. 

(130) 


DENMARK AS A FIELD FOR 
AMERICAN INVESTORS 


This booklet is issued by a 
high class investment house and 
tells in clear, concise, non-tech- 
nical language the benefit of 
investing in the securities of 
this country. (114) 


RESULTS OF WHAT TWO 
INVESTORS DID 


The complete story of what 
happened to Smith and Jones is 
interesting, and may prove prof- 
itable to you. The problem of 
how to invest your money safely 
and profitably may be solved by 
reading their story. It is told 
in a pamphlet entitled “Two 
Men and Their Money.” (133) 


FAITH IN A SECURITY 
SHOULD BEGIN AT HOME 


This is the belief of one in- 
vestment security house and the 
story of why they have Guar- 
anteed their security is pub- 
lished in an interesting booklet, 
which will be sent upon reaesy 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discuss- 
ing this form of investment— 
from the farmer to the house of 
issue. (24) 


COMMON SENSE IN INVESTING 
MONEY 


This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. It 
will appeal strongly to all who 
are practising thrift, who are 
spending less than they make 
and who, from month to month, 
and year to year, are building 
up a surplus to safeguard the 
future. (128) 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 
A beautifully prepared book, 
discussing stocks of companies 


whose profits are based on na- 
tion-wide demand. (120) 





MONTHLY RAILROAD BULLETIN 
Gives monthly gross and net 
earnings of all the railroads, 
tabulated in simple, concise 
form. It gives other informa- 
tion and statistics of importance 

to investors. (53) 


THE OPINION OF AN EXPERT 

The opportunity to purchase 
investment securities yielding 
high returns is rapidly passing. 
A New York Stock Exchange 
firm has prepared a circular list- 
ing securities which, in their 
opinion, should be bought by 
the wide-awake investor. (126) 


CONDENSED STATISTICS 

A well-known stock exchange 
firm has ready for ‘distribution 
a handy booklet which contains 
statistics on all issues traded on 
the New York Stock Exchange 

and other leading exchanges. 
(132) 


THE SECOND YEAR OF RECON- 
STRUCTION BEGINNINGS OF DE- 
FLATION—1920 


An interesting booklet dealing 
with outstanding events of the 
past year in their relation to 
American finance, and contain- 
ing an exhaustive analysis of the 
governing factors in the markets 
for money, securities, foreign 
exchange and merchandise. The 
text is replete with informative 
facts and figures and is accom- 
panied by many instructive 
charts. 


COUPONS ON GERMAN AND 
AUSTRIAN BONDS 
A little booklet explaining the 
general regulations and terms 
governing the internal bonds of 
Germany and Austria. (134) 


READING—A COMPREHENSIVE 
ANALYSIS OF THE SEGRE- 
GATION PLAN 
Also important data including 
status of bondholders and the 


preferred and common stock- 
holders. (135) 


GUARANTEED FIRST MORTGAGES 
ON NEW YORK CITY 
REAL ESTATE 


A beautifully illustrated book- 
let addressed to the careful in- 
vestor, containing a colored 
map showing the transportation 
system of Greater New York. 

(133) 


























It's Time to Buy Good 
Motor Stocks 
COLUMBIA MOTORS 
FORD OF CANADA 
PAIGE — DETROIT 
PACKARD MOTOR 
A special analysis of these com- 
panies just completed will be 

led on request. 


LEE, GUSTIN & CO. 


Members Detroit Stock Exchange 
Dime Bank Building Detroit 
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Adjustable Table Co 
American Banker 


Amer. Exp. Co. 


Brandon, Gordon & Waddell.............. 
Blodgett, Hart & Co 

Byllesby & Co. 

Bedaux & Co. 

Butler, G. W. 


Cassatt & Co. 











| ORIENTAL PEARLS 


As the direct representative of several 
jlarge pearl merchants in India, I have for 
sale a wonderful collection of Oriental 
Pearls in necklaces, and single pearls. 
Eliminating the profits of the middle-men, 
enables me to offer these at tremendous 
savings. If interested, write Box 12, 
Magazine of Wall Street, New York City. 


| have an énteresting froposition for bond 
salesmen or women. Write for particulars. 














GEORGIA FARM MORTGAGES 
Absolute safety, 
with a high interest yield (7% 
2 and 8%). No loan made for 
over one-half appraised value 
~ y. We investigate 
guarantee titles. 
SESSIONS LOAN & TRUST CO. 
akers 
MARIETTA, Ga. 


Member of Farm Mortgage 
Bankers Association of America 








W. G. SOUDERS & CO. 
I Bonds 


51 Nassau St. 208 South La Salle St. 
New York Chicago, Mi. 
Milwaukee Detroit Grand Rapides 

















JACOB BACKER 
Financial Broker 


Established 1916 
Exchange Bldg. St. Paul, Minneseta 











Write for catelog 
WM JONES 


Aaditors, Inc. 
16 Bread St. New York City 
Tel. Bowling Green 8811-8812 | 
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PRUDENCE—BONDS 
Soret gi ta Taner, Te 
REALTY ASSOCIATES __ 


INVESTMENT CORPORATION 
31 Nassau ‘St, IN. Y. City 
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Chishol 


& Chapman ....... 
Doherty & Co. . 


Ernst & Ernst......-. 
Estes & Co. 


Farson, Son & Co 
Financial Pub. Co. 
Fitkin & Co 
Forman & Co. 

Graham & Miller : Wels toe 

Graham, Sanson & Co. ..... be ele es 656 
Greenshields & Co. 


Hamlin & Co. 
Herbst, W. H. .. 
Hodson & Co. 
Hornblower & Weeks 
Huth & Co. 


Jensen, O. H. 
Jones, Wm. .....-.-+++: 


Lawyers’ Mortgage Co. 
Leach & Co 

Lee, Gustin & Co... 
Leopold & Co. ...... 


Maguire & Burleigh 

Pe AE. da ned wedbeccestvei cose tvehs 
Megargel & Co. 

McClelland & Co 
a Back Cover 
Morris & Smith 


Nat'l City Co. 
Newburger, Henderson & Loeb 


Pforzheimer & Co..:.......... 


Realty Associates Inv. Corp............. 
oS ee eee 
Rogow, D. ... 

Rutter & Co. 


Sessions Loan & Tr. 
Sexsmith & Co 
Souders & Co. 

Spec. Purpose Book 
Sutro Bros. 

Straus & Co., 
Straus Brothers Co. 


Tobey & Kirk 
U. S. Shipping Board 


Von Polenz & Co 


Wilson & Chardon............. 
Wilk & Co. 


Consultations and Advice Pertain- 
ing to Petroleum Development and 
Production. 


Examinations, Appraisals and Re- 
ports on Producing Properties and 
Undeveloped Acreage. 


Purchase and Sale of Properties and 
Raising of Capital Negotiated. 


Special and Monthly Reports made 
regularly as to Development, Pro- 
duction and Conditions. 


Twenty Years’ Experience in Oil 
Fields of United States, Mexico and 
Canada. References on Request. 


H. L. WOOD 


42 Broadway New York 








CANADIAN OIL FIELDS IN 
NORTHERN ALBERTA 


Investigation solicited and reliable in‘orma- 
tion furnished of all oil fields. Price $1. 
Mundy’s Oil Maps $1 up. Views of Fort 
Norman and oil gusher throwing its heavy 
fluid into the air. Price $5 set. 

0. H. JENSEN, 10618-107 Ave., Edmonton, Alberts 














PERSONAL FINANCE RECORD 


“Holds at your finger tips, data required in filling 
out Income Tax Reports,” 
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MADE IN TWO SIZES: 


No. 108 Sheet Size 64 x 34—$3.90 
No. 111 Sheet Size 8% x 5%—$4.50 


This book can be ordered on approval. 
Send prepaid orders to 


Special Purpose Book Co. 


217 FULTON STREET NEW YORK 
Telephone: Cortlandt 2550 
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“INVESTING FOR PROFIT” 


A complete knowledge of profitable investing is contained in this 
set. Absolutely the most practical and authentic books published 


CAN YOU TELL Sent for 5 days DO YOU KNOW 


How to Analyze a Financial Statement? Free Examination ; Wher to Invest? 
How to Judge Bonds? How te Become Financially Inde- 


How to Read and Understand _ : Em, pendent ? 
a Bond Circular? q : Fic oe a How to Protect those depend- 


The Rules for Transfers of ft elect ; Sgn ent om you from less? 
Stock? : ' oe 1 “gee Where to get informa- 


tion om stocks 
and bonds? 


Complete 
Price 
$14.00 


JUST WHAT THE SET CONTAINS 


HOW TO READ THE FINANCIAL PAGE HOW TO SELECT INVESTMENTS 


In = oe | no fae capes A ow tr Summ, f = @ larger ies By Five Authorities 

& comp’ cial page. aw may be esi a large per cent sates tt thi 
business men read the financial news, yet we ask how many of these men really an os ss eee pat & =s Py be ons, to profi 
understand it? By understand eS SS eee Sey St Oe oe Ee experience of others. This book is a symposium of the best ideas of five men 
=> as - &, = rather on Son See Se ; facts tack’ of what ther aoe mee it a life study of the art of ef sslacting investments, which are not 
gk & or a ~~ ©} opr) that particular a, x en pegs » = Ee . pemaiaiies s tnd development Guring © 

newspapers enables one eep a finger on pulse o: Street, 
knows how to read it. INVESTING FOR PROFIT 

By G. C. Selden 
FINANCIAL STATEMENTS MADE PLAIN There are three necessities essential in order to learn the science of investing for 
By E. A. Saliers profit. * First, ordinarily common sense; second, willingness make and 


| ~ _ to intallighath to obtain A, t return upon their money 

veste ew can in ntly analyze ancial statement. This book will your methods. These three requirements are not dependent upon any talent. 
familiarize the reader with the principles involved in analyzing financial statements. They are within the reach of all who are willing to make an effort, Readers of this 
= - aa an B coum whereby a prospective purchaser can intelligently investigate hook will understand how to invest for profit. 


ition and form his own concl: 
THE MACHINERY OF WALL STREET TAL wes ~ aay eee ie asnanne'e 


By G. C. Selden aed a manda wet Cink clr of tho particdier stock in which be ts to- 
(Why Wall Street Exists—How It Works—What It Aceomplishes.) terested, but rather he should have a broad view of 
To s great number of people Wall Street stands today as a mystery, yet is the Whole. Minor fluctuations are difficul 
money market of the world. This book tells the necessity for Wall Street, the 
Objects of the Stock Exchange, why the Curb Market is needed, etc., and in addition 
it explains in detail the machinery of Wall Street in operation. 


WHAT EVERY INVESTOR OUGHT TO KNOW 
By Robt. L. Smitley 
A volume by which a Ty investor can determine what he really ought to A practical help to the man interested directly or indirectly in 

know before yy book is based upon the belief that success in investing market. Mental attitudes of’ the the —_, have their effect upon the course of mg 

is only —_ , comprehensive and practical knowledge of the basic The character of the market is influenced by psychological conditions and the mental 

foundation ptr, - teat’ constitute a good investment. The author knows attitude of the individual trader can affect his chances of success. This } tells 

what Kind of information the average investor needs and he wrote this book to give how the trader can overcoome the obstacles in his path by his own hopes, fears, and 

that information. his timidity. aw in the stock market is a great unseen power that few people 
realize exists. Those who read this book have the advantage of the handicap of 

THE A B C OF BOND BUYING knowing. 
By G. C. Selden FINANCIAL INDEPENDENCE AT FIFTY 


A simple and clear ay af A =a Lage which quw bend ss needs as a By Victor de Villiers 
d and basis for examination any particular t tells how to A hensive tre ¥ 
buy bonds that are, first, safe; second, satisfactory from the point of view of interest Son @ aette Ed en a ee eee 
return; third, . A to continue to sell at a price as high as you paid for them or BECOME INDEPENDENT without taking ‘‘chances’”’ or 
preferably in’ advance. depending on luck or accident, discussed in an interesting way. 


SS SSS SSS SSS SSS SSS SSS SSS SSS SSCS SSS SKS SCF KKK KKK KK KKK 
MAGAZINE OF WALL STREET, 
42 Broadway, New York City : ORDER FORM 
Gentlemen:—Please send me “Investing for Profit” ten volumes. I agree to either keep the books and remit $14.00, or return the set 
within five (5) days. 























